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SUCH QUICK EASY CLEANING .. . practically no scrubbing 
... no fading of colors . . . no irritation for tender skins— 
sounds like a new and better soap, doesn’t it? But it isn't 
soap at all! 

Now you can have a modern cleaner that removes dirt 
with unbelievable speed, yet is completely mild to the skin 
and to the sheerest fabrics. Modern cleaners carry the dirt 
away with them, and form no ring in the dishpan or tub. 

These new cleaners are made from organic chemicals. 
They are scientifically prepared to work equally well in 
soft. hard. even salt water. 

For washing dishes or clothes, for housecleaning, for in- 
dustrial uses. better cleaners are here right now—and they 
are improving every day. 


Today’s modern synthetic detergents are not soaps... 





SYNTHETIC ORGANIC CHEMICALS 
Prest-O-LiTE Acetylene + PYROFAX Gas 


ACHESON Electrodes + PRESTONE and TREK Anti-Freezes + 


LINDE Oxygen 


NATIONAL Carbons” + 





cleaner 


they are entirely different chemically, and work in a dif- 
ferent manner. 

The people of Union Carbide have a hand in making 
many of the organic chemicals that go into these modern. 
efficient cleaners. Producing better materials for science and 
industry—to aid in meeting the demand for better things 


and better performance— is the work of Union Carbide. 


FREE: /f vou would like to know more about 
many of the things vou use every day. send for 
the illustrated booklet * Products and Processes.” 
It tells how science and industry use UCC's 
Allovs. Chemicals. Carbons. Gases, and Plastics. 
HW rite for free Booklet A. 


Union CARBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET UCC NEW YORK 17, N. Y. 





Trade-marked Products of Divisions and Units include 7 





DAKELITE, KRENE, and VINYLITE Plastics 
EVEREADY Flashlights and Batteries 


ELECTROMET Alloys and Metals « HAYNES STELLITE Alloys 
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of have been planning an early 


sale or purchase, you may want 


to have the latest Merrill Lynch 


“Stock Appraisals” on them. 


Each of these 


“Appraisals” 


gives you digestible details on 


operations, 


standing, earnings, 


outlook for an individual com- 


pany .. . summarizes vital facts 


needed for sound investment de- 


cisions—and will be sent to you 


without charge. 


Just check the list and under- 
line those you’d like — whether 
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How TREES 
ARE ao TIRES 





OTHER USES FOR WOOD CELLULOSE 


Our research staff has developed a number of 
types of highly purified wood cellulose to give 
best results in the manufacture of the many end 
products made from it. 








For making viscose 
rayon yarn for textiles, \ 
we supply a product 
with the brand name, \ 
“HICOLOR" 





yarns are made from 
a Rayonier product 
branded “RAYACETA" 


Cellephane is made 
from still another type 
of purified wood cellu- 
lose—““RAYAMO"” 





Int 


THMNILUUIE 


LAST LONGER 


Many research accomplishments have, over a period of 
years, improved the wearing qualities of automobile and 
truck tires. 

None, perhaps, is more important than the adoption of 
viscose rayon tire cord and fabric. Highly purified cellulose 
—derived by chemically processing wood — is a basic raw 
material for making these strong, tough cords. 


When synthetic rubber tires for heavy duty were intro- 
duced, use of viscose tire cord was essential to withstand 
heat and fatigue. Today, these high-strength yarns are used 
to lengthen the life of both natural and synthetic rubber tires 
—for passenger cars as well as for trucks and buses. 


Rayonier does not make tires or tire cord. We do make 
the highly purified wood cellulose used by the textile in- 
dustry in producing viscose rayon cords and fabrics for the 
tire manufacturers. This cellulose — known by the brand 
name “RAYOCORD”—was developed by our research staff 
specifically for this purpose. 


RAYONIER 


Wolo N - ol: ww a oe) 


EXECUTIVE OFFICES: 122 East 42nd Street, New York 17, New York * MILLS: Hoquiam, Port Angeles, Shelton, Washington; Fernandina, Florida 


PRODUCER OF HIGHLY PURIFIED WOOD CELLULOSE for TEXTILES * TIRE CORD « 


CELLOPHANE * PLASTICS 
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The Trend of Events 


THE OPTIMISTIC VIEW .. . Mr. Truman, reviewing his 
five years as President, has told us that the country 
is in fine shape and we do hope that he is right about 
it. We shall overlook the question of who deserves 
credit for this state of affairs, being satisfied with 
the fact that good times are still with us. Since the 
Administration would have to shoulder the blame if 
business was suffering a setback, perhaps the Presi- 
dent has some justifications for believing that the 
formula ought to work both ways. Some objections 
have naturally been raised to the Truman claim: Most 
of the props which have sustained business since the 
war’s end have not been arranged by him. It can also 
be argued that one big weakness in the national econ- 
omy, the huge Federal deficit, is a Truman contribu- 
tion even though he has tried to blame it on Repub- 
lican tax cuts. 

But it’s not our intention at this time to argue 
about claims and their justification. What strikes us 
is the chorus of optimistic view that recently ema- 
nated from Administration quarters. Thus in its 
reading of the economic signposts for the first quar- 
ter, the Council of Economic Advisers, never guilty 
of undue pessimism, finds confirmation for the popu- 
lar impression that we have 


look for 1950 is excellent. Even the business man’s 
most conservative spokesman, the Federal Reserve 
Board, joined in, though in somewhat more cautious 
words. Said the Board: “While there is less optimism, 
there is less outright pessimism.” 

In short, earlier misgivings of Government officials 
and economists concerning the nation’s ability to sus- 
tain a high level of prosperity through 1950 appear 
to have largely vanished. No crisis is upon us, and 
the economic picture remains bright. 

Weare not arguing to the contrary, despite certain 
reservations, and we sincerely hope that this opti- 
mistic view proves correct. Chances are it will; boom 
forces are still stronger than many think despite a 
certain spottiness in conditions that cannot be denied. 
We cannot help, however, to detect a certain political 
flavor in all these optimistic outpourings. After all, 
the campaign will soon get under way, and it wouldn’t 
do to wage it against the backdrop of a declining 
economy. This is one of the reasons why we feel cer- 
tain that the Administration will do everything pos- 
sible to counteract any downtrend, should one develop 
in the months ahead. 

There is another, weighty reason why we hope that 
the current optimism about 





bounced back remarkably well 


the business outlook is justi- 





from the downturn in 1949, 
and that we have every reason 
to be hopeful about the rest of 
1950. 

Secretary of Commerce 

awyer earlier had announced 
that he had lost the doubts he 
had at the beginning of the 
year, and was now ready to 
predict that the business out- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








fied. It is because we are fac- 
ing a profound, historic shift 
in world affairs and in our cold 
war strategy that makes a 
sound and prosperous economy 
an absolute necessity. We re- 
fer to the obvious trend to- 
wards creation of an Atlantic 
Union, the effort to put the 
U. S. and Canada, along with 
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western Europe, into a union at least as close as the 
British Commonwealth—predominantly military but 
cemented by close economic ties. This is now shaping 
up; the tip-off was General Bradley’s recent statement 
and other developments. It would mean that this coun- 
try will have to take the lead in a military, economic 
and political alliance; and we cannot take the lead, nor 
carry through the plan, unless we are economically 
strong and resilient. It is up to the Administration to 
keep us so. 


HARD ROAD TO LABOR UNITY ... A community of 
interests plus the trend of events in recent years has 
strongly tended of late to promote the idea of greater 
cohesion of the heretofore divided ranks of labor, par- 
ticularly since some major points of contention be- 
tween AFL and CIO have latterly been removed. One 
manifestation of the new trend has been Philip Mur- 
ray’s call for a “new look” at labor’s split forces and 
a regrouping of its ranks. By this action he appeared 
to put at rest the issue of “principle” which had pre- 
vented the CIO and AFL from joining hands for com- 
n.on purposes. Mr. Murray’s initiative apparently was 
received with sympathetic interest by William Green. 
What chance of success does the new plan have? 

Unquestionably many obstacles lie in the way of 
an early merger of the two great labor organizations. 
Years of rivalry and deeply entrenched interests can- 
not be quickly or easily obliterated. Merger would 
mean amalgamation of top leadership jobs and vested 
interests intrude when these are threatened. 

The public rightly looks with apprehension on the 
possibility of a massing of such tremendous forces 
which inevitably raises the specter of an overwhelm- 
ing economic weight under which the general interest 
were bound to suffer. And the mere possibility of these 
merged forces throwing themselves into the political 
balance is enough to create real alarm. But there are 
also mitigating considerations. 

The greatest single danger of big unionism is re- 
garded to lie in the tendency to push wages constantly 
upward, threatening inflation, unemployment and 
finally a crash that could undermine our whole econ- 
omy. This tendency, as we all know, has been strength- 
ened rather than moderated by CIO-AFL rivalry. But 
once this rivalry no longer exists, it could well be that 
this fatal pressure towards ever-rising wages might 
be tempered by realization that demand for constant 
and unreasonable economic concessions can easily 
jeopardize the conditions upon which the workers’ 
employment and financial welfare depend. In short, 
that with rivalry gone, a more responsible attitude 
among top leaders may prevail, favoring a better 
balance and stability in the industrial order. 

If not, the public’s fear of such a development would 
be fully justified, for a merger of the great labor 
unions, unless their leaders were really responsible 
and subject to democratic control, would certainly 
tend to obliterate the influence of the individual and 
politically as well as economically, have the most far- 
reaching and undesirable implications. 


ON BIG BUSINESS... In a recent address before the 
Minneapolis Chamber of Commerce, Secretary of 
Commerce Sawyer conceded that the strengthening 
of small business is perhaps a more “sensible” policy 


toward industrial concentration than the break-up of 
big business, adding that economic factors within an 
industry tend to make expansion beyond a certain 
limit undesirable. Thus he urged that careful and 
serious consideration be given to the subject — now 
frequently treated in terms of “plain bunk.” 

While Mr. Sawyer’s remarks by no means indicated 
any marked departure from recent Administration 
policy on “bigness” in business, they nevertheless 
strike one as rather more sympathetic in tenor than 
big business has come to expect from Administration 
spokesmen, and this makes them interesting. While 
he left unanswered the question whether he was pavy- 
ing the way for a “softer” attitude towards the con- 
centration of business power, he also admitted the 
difficulties of the problem by posing a series of pointed 
questions. He asked whether business concentration 
is actually increasing, stating there are not enough 
facts to appraise the available figures. He further 
asked: What do we want to do about size? What can 
we do about size? If we attack bigness in business and 
Government, shall we ignore it in other fields—labor, 
for instance? Is a big corporation a menace and a big 
union a blessing? Is a big co-op a menace or a bless- 
ing? When everything in America is getting bigger, 
shall we expect business to get smaller? And if we 
expect or wish it to get smaller, why? 

By rejecting the “plain bunk” in current discussions 
about the concentration of industrial power and posing 
these poignant questions, Mr. Sawyer not only pulls 
the rug from under those who are all too prone to at- 
tack bigness as such, but also confirms the need for 
honest and objective answers before taking discrimi- 
natory action. For that reason alone, and although he 
opines that increased concentration is undesirable and 
should be discouraged except where definite benefits 
can be shown, his remarks must be welcomed. For we 
are confident that any objective examination of the 
problem is bound to bring to light a host of facts that 
will hardly square with the contentions of the big 
business busters. 


PRUDENT TRUSTEES... In signing the so-called “pru- 
dent man” bill, Governor Dewey of New York has 
taken trustees of estates out of the investment strait- 
jacket in which former regulations have placed them, 
enabling them now better to serve the real interests 
of beneficiaries. 

Instead of being limited to a restricted list of bond 
investments, they henceforth may put up to 35% of 
the value of a trust fund into both stocks and bonds 
heretofore not available to them but of a type any pru- 
dent man might consider a sound investment. 

There still are ample safeguards to prevent any 
playing fast and loose with funds left in trusts, how- 
ever. Trustees will not be permitted to become specu- 
lators under these changes. 

On the other hand, under today’s circumstances, 
one can reasonably expect a fairly substantial exten- 
sion of demand for sound income paying stocks with 
the result that income from estates, badly shrunken 
as a result of currently low interest rates, will be in- 
creased without any sacrifice of safety. Both trustees 
and beneficiaries of estates will welcome the new law 
which will facilitate the task of the former and en- 
hance the increment of the latter. 
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As 9 See Gt! 


BY ROBERT GUISE 


WHAT'S AT THE END OF THE RAINBOW? 


he he proposal put forward by seven Republican 
House members that the legal limit on the national 
debt be lowered from $275 billion to $257 billion high- 
lights, but cannot solve the nation’s fiscal dilemma 
inherent in the fact that the national debt once more 
is mounting with no clearly perceptible prospect of 
an early reversal of the trend. 
Congress of course won’t 
curb Government spending 
and borrowing by any such 


‘‘?M THE HEAD OF THE FAMILY...1 THINK’’ 


debt. But we have not been doing that. Politicians al- 
ways seem to find reasons for evading this fundamen- 
tal requirement of fiscal health and solvency, and 
when things go wrong later, they invariably blame 
others for the unfortunate financial results of their 
own foolhardy policies. 

At present, the Government is going deeper into 
debt at a rate of about $17 
million a day and there 
seems no end to it. And if we 





simple device as lowering | 


keep piling up debt when 





the debt limit, for such a 





limit means nothing. It can 
always be changed, as it 
often was in the past. The 
debt limit, $25 billion when 
the New Deal began, had 
been jacked up to $49 billion 
by 1940. During the war it 
climbed by annual leaps to 
$300 billion, then was hope- 
fully lowered to its present 
level in 1946. And here the 
matter rests. 

Deficit spending as pro- 
posed in the President’s bud- 
get will carry the debt far 
above the suggested new 
limit next year. If the debt is 
to be kept to $257 billion, 
Congress will have to cut $5 
billion to $6 billion out of the 
budget. It won’t do it; that 
is a sure bet. 

Of course if Congress 
were economy-minded, it 
could curb spending without 
a lower ceiling placed on the 





times are good and tax reve- 
nues fairly high, one shud- 
ders to think what will hap- 
pen in periods of recession, 
or merely lessened prosper- 
ity. It raises a question 
which sooner or later the 
people must decide, and they 
may as well do it sooner — 
before it is too late. 

That question involves 
the whole extent and direc- 
tion of public spending, of 
mortgaging the future by 
deficit financing on a large 
scale. In view of the dangers 
inherent in the latter, the 
answer to the question will 
have a direct and vital bear- 
ing on the soundness of the 
dollar and the kind of econ- 
omy the country will have 
in the future. And of course 
it will have a tremendous 
bearing on our own individ- 
ual fortunes. 

For that question, and 














debt. If not, lowering the 
debt limit would merely be 
an idle gesture, for it would promptly have to be raised 
again. 

No, changing the debt limit won’t solve anything; 
only real economy will. We all know how Government 
extravagance in recent years has become an ingrained 
habit, especially since it received the approval of cur- 
rently fashionable political and economic thinkers and 
planners. 

The huge current and projected deficits in a period 
of high economic activity are of course inexcusable. 
They make a mockery of the notion of the compen- 
Satory budget which was never realistic in any case. 
_ The sensible view is simply that Government, just 
like any individual, should live within its income and 
In good times should certainly pay something on its 
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Fichetti in The N. Y. Herald Tribune 


how it is answered, concerns 
virtually everybody, every- 
one who saves, who buys and owns Government bonds, 
who contributes to old age pensions in whatever form. 
They all have a deep concern in Government fiscal 
policy—for the latter determines the future value of 
the dollar, and that value determines the value of their 
savings—their future purchasing power. 

Some Administration policies tend to reduce the 
dollar’s purchasing power, such as the padding of the 
budget and the paying out of prodigious amounts of 
money for the purpose of supporting at an artificially 
high level the prices of farm crops and hence of food. 
So does general budgetary extravagance which has 
been a feature of recent years. It not only makes im- 
possible fiscal balance, it is a serious threat to the 
savings of the people. And (Please turn to page 121) 





65 





Market Acts Well After Topping 1946 Peak 


The market rise was slightly extended over the last fortnight before being interrupted 
by another profit taking recession. Some increase of confidence in the full-year business 
prospect is evident. Stock yields remain relatively generous. A further churning of prices 
is likely at this stage but there is nothing in sight that points to the likelihood of any seri- 
ous setback. Rather prices could well work higher in the end. Thus we would not argue 
against a moderate amount of selective buying, as justified by income requirements. 


By A. T. MILLER 


She evidence to date supports the assumption 
that the main trend of stock prices is still upward. 
The forward motion is laborious, and the average 
rate of week-to-week or month-to-month gain is rela- 
tively small. Corrective sell-offs seem to be develop- 
ing somewhat more frequently, but continue thus 
far to be confined to minor proportions. Speculative 
activity has been growing, yet remains moderate as 
compared with that at advanced market levels in the 
past, such as 1928-1929, 1936 and early 1937, and 
late 1945-early 1946. Past market history suggests 
that a large reaction or a reversal of the general 
trend, might not come until the “small-fry public” 
gets more bullish than it now is, as indicated by the 
behaviour of our index of low-priced stocks; or un- 
less there is some shock in the news, with the poten- 
tiality therefor probably greatest on the “cold war” 
fronts. 

There is very little of fresh significance in the 


detailed technical pattern of the market. The Dow 


industrial average, at recent best levels, had bet- | 


tered its 1946 bull-market high by not quite 3 points. 


That fact is neither extraordinary nor necessarily | 
prophetic. This is still a selective market, probably | 
more responsive so far to institutional demand than | 
to individual investment demand. Institutional de- | 


mand largely concentrates on the well-known “big 
name” stocks of the type which comprise the Dow 
30 industrials. Moreover, some of these 30 companies 
are still reporting bonanza earnings. Both reasons 
explain why the Dow average is where it is. It would 
be easy to pick 30 investment-grade stocks, includ- 
ing the best of those now in this average, and come 
out with a composite price much above the present 
level of the Dow average. All you would prove that 
way is that a limited number of selected stocks have 
fared exceptionally well on this market upswing, 
which you know anyway. 


Where The ‘‘Average’”’ Stock Stands 





MEASURING MARKET SUPPORT 
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Conversely, it would be simple to 
handpick 30 low-quality, “out-of-luck” 
stocks which are now selling close to 
past bear-market lows. Obviously, it 
would be misleading to measure general 
market performance, or the general 
level of prices, by such an average. It is 
similarly misleading to do so in terms 
of the Dow average of 30 prominent in- 
dustrials. Not too greatly influenced by 
minority performance at either extreme, 
the composite weekly indexes of The 
Magazine of Wall Street remain in the 
broad trading range marked out by the 
1948 highs and the 1949 lows. Within 
that range, the index of 100 high-priced 
stocks is at a substantially more ad- 
vanced level than the index of 100 
lower-priced stocks. Thus, the “average 
stock,” as typified by the combined in- 
dex of 325 issues, is still a very con- 
siderable distance from its 1946 high. 

Of course, there are two ways of look- 
ing at this. A bear can say that it shows 
the general rise has been restricted, 
which is technically correct. A bull can 
say that it implies potentially for worth- 
while advance in many individual 
stocks, if the broad average of stock 
prices is to rise to or above the 1946 
high. The latter is also beyond refuta- 
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the market —if measured 
against yields seen in the 
later stages of general ad- 
vances in the past. As we 
have noted before, there 
has been the largest share turnover in many years 
so far in 1950, with but moderate further rise in the 
great body of stocks. This means that, on an over-all 
basis, willingness to buy stocks and willingness to 
sell have been coming into closer balance. You can 
see that mirrored in the Support Indicator chart on 
the preceding page. 





The Matter of Psychology 


Now let us get back to the matter of “psychology,” 
for it is decisive; yet not safely predictable for any 
great length of time. One analyst with a poetic 
tongue once put it like this: 

“Stocks are neither high nor low, 

’tis only thinking makes them so.” 

That is absolutely true. Otherwise, you could not 
explain the fantastic speculation of 1928-1929 or the 
absurd prices reached by even the best stocks in 
1932. There are also some later illustrations. We had 
a bear market from the autumn of 1939 to late 
April, 1942, on war and tax fears, during which 
period corporate earnings and dividends rose 
largely. The subsequent bull market ran its course 
with total earnings and dividends largely frozen, 
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due to direct and indirect wartime controls. The last 
12 months or so of that rise occurred with earnings 
trending down. 

From the 1946 high we had a 50-point decline in 
the Dow industrial average, with forebodings about 


the “coming business recession,” which in fact did 
not come until the first half of 1949 and then proved 
small, selective and transient. We had a 50-point 
market fall, in short, at the very time that the infla- 
tionary postwar catching-up boom was getting under 
way. Business activity, earnings and dividends 
trended up in 1947 and 1948, with earnings and 
dividends setting new all-time peaks in 1948. In each 
of those years we had mere trading-range swings in 
the market, none lasting more than a few months. 
“Psychology” was cautious. People kept on watch 
for “the recession.’”’ When it did not come in a given 
quarter or half, the market rallied with relief, but 
soon began to worry about the period just around 
the corner—perhaps the last half, or the first half 
of the next year, ete. 

Contrasting with that, we have now had a period 
in which a generally optimistic sentiment has been 
maintained for about ten months. It has a number 
of possible bases, all (Please turn to page 122) 
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KLeonomiec 


Expansion 


—The Cure for 


Unemployment 


By E. A. KRAUSS 


H ow to create more jobs seems rapidly to 
become one of the big questions of tomorrow. To 
judge by official expressions of concern, it is one 
of the few gloomy shadows darkening an otherwise 
bright outlook picture for business. True, the prob- 
lem is not acute now, but will become so later, it is 
held. Only about 5% of the labor force is presently 
out of work compared with 314% in 1947 and 1948, 
and 10% in 1941. Yet the situation is regarded as a 
strange paradox that baffles the business forecaster 
and frightens the politician. 

The simple fact is that although employment has 
remained high, idleness has been growing because 
our labor force keeps growing and labor produc- 
tivity is at last strongly on the rise. As the result, 
there is a steady increase in the number of job- 
seekers who cannot readily find employment. 

More are thrown on unemployment relief and as 
payments outrun collections, state insurance funds 
are fading fast with state governments already 
forced to look to Washington for financial aid. The 
President has called for larger benefit payments and 
a broadening of the insurance system. There is talk 
about revival of big pump-priming programs includ- 
ing some form of a new C.C.C. for youngsters just 
out of school and unable to find work. And official 
planners such as Leon Key- 
serling emphasize anew that 
the nation’s output of goods 
and services must rise to an 
average of $300 billion an- 
nually (from currently $250 
billion) to avoid growing 
mass unemployment. In his 
view the nation cannot be sat- 
isfied with any failure to 
achieve maximum production 
and employment. Business ac- 
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tivity must be stepped up to create new 
jobs and “if industry won’t, Government 
will.” 

Doubtless concern at this time is over- 
done. Employment is seasonally on the 
increase, last month jumping some 600,- 
000 to 57.5 million, with unemployment 
dropping to 4,123,000 after hitting an 
eight-year high of 4,684,000 in February. 
It’s still a sizeable figure but well within 
the limits of economic health and far 
from representing any “danger point.” 
Ahead is the usual Spring-Summer ex- 
pansion with idleness likely to drop fur- 
ther. But a test may come later, by 1951 
perhaps one of a more severe sort, and it 
will come as soon as business activity 
slows even relatively moderately. The 
mild unemployment problem now, in the midst of 
prosperity, indicates that it can become a big prob- 
lem if activity doesn’t expand. 

This not only because each year about 700,000 
persons start looking for jobs but because the pay- 
off of huge postwar expansion and improvement ex- 
penditures will henceforth be increasingly felt. Not 
for nothing has business spent billions for new and 
more efficient machines and equipment. Fewer 
workers now can turn out the same or a higher vol- 
ume of production than before. The trend is strongly 
upward again in output per man-hour of work and 
this is bound to involve a certain displacement of 
labor if overall activity of business fails to rise. 

That’s why official voices keep harping on the 
urgent need for long term economic expansion. 
That’s why Mr. Keyserling exhorts businessmen to 
lift their sights on production and capital invest- 
ments. That’s why we face renewed pump-priming, 
even in prosperity, to expand purchasing power. And 
that’s why labor, with the same end in view, is con- 
sistently making new demands. 

In the current pension drive, one of the most co- 
gent arguments is that pensions will relieve unem- 
ployment problems in the future by taking over-age 
workers off the labor market. In theory this sounds 
logical, in practice it tends to 
keep workers out of the ac- 
tive labor force as soon as 
they are 45 years of age. It is 
merely one of the inconsist- 
encies which aggravate rather 
than alleviate the labor prob- 
lem; just as the minimum 
wage law seems to be proving 
a bar to employment of un- 
skilled labor in the South. 

Naturally the employment 
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problem requires careful consideration, for it is full 
of political as well as economic dynamite — hence 
the deep official concern. What causes real worry is 
evidence that employment opportunities are not in- 
creasing fast enough to provide jobs for those at 
both ends of the age scale — the young and the old. 
On top of that, even the latest figures showing a 
substantial rise in employment may obscure the real 
direction of the trend, for the big gain was (sea- 
sonal) in farm employment, with a rise of only 150,- 
000 in non-farm occupations, partly reflecting the 
end of the coal strike. Additionally, though some 
57.5 million people are listed as employed, only 45.7 
million are working 35 hours a week or more. Fully 
6.5 million work between 15 and 34 hours, and 2.4 
million between one and fourteen hours a week, all 
of which adds up to a sizeable number of part-time 
workers. 


Political Considerations 


With a congressional election coming up in 
November, the Administration finds itself in a par- 
ticularly difficult position. On the one hand, it is 
logically not disposed to put too much accent on the 
extent of idleness and the permanent character of 
the problem, for that might backfire politically. But 
on the other hand, with the nation suffering from 
this “pernicious” form of unemployment, it cannot 
afford to sit by idly, particularly as pressure for 
action is stepped up by the labor unions. It makes 
no difference that unemployment piles up slowly 
through failure of the economy to absorb. the in- 
creased labor force rather than abruptly and rapidly 
because business is on the skids and wholesale lay- 
offs the order of the day. It is concerned now merely 
with the initial rumblings of a potentially severe 
future problem; because it is recognized as such, it 
cannot be ignored. 

Merely broadening the unemployment insurance 
system doesn’t represent a basic answer. The insur- 
ance program is calculated to meet the first impact 
of unemployment but not to carry a worker for more 
than 26 weeks. It helps bolster purchasing power in 
periods of large-scale lay-offs, but other devices are 
needed to bring jobs into being. And Government 
pump-priming, as we have learned in the Thirties, 
is merely a stop-gap and a costly one. 

Worse yet, unemployment insurance does not help 
those trying to 
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hausted their insurance rights last year and 800,- 
000 of these wound up the year still out of work. 
What, then, should be done? There is no doubt 
about the basic problem that even continued pros- 
perity will henceforth beget increasing unemploy- 
ment unless new job opportunities are created. It 
has been estimated that it will take at least one mil- 
lion new jobs each year to give employment to the 
new workers entering the labor force and those laid 
off by increasing productivity. This is no small order. 
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Organized labor has its own formula. They ascribe 
the mounting unemployment to a shortage of buying 
power, and hence inadequate demand for industry’s 
products, which can only be cured by further wage 
increases to labor. A.F.L. in its recent monthly sur- 
vey estimated that to create two million needed jobs, 
consumer buying in 1950 must exceed 1949 by about 
$11.5 billion and business purchases. must rise by 
about $2.5 billion. To increase public purchasing 
power, wage rises are regarded essential. 


No Equitable Solution 


But how about workers not organized, how about 
the white collar class, or those living on their in- 
comes? Not only would they not gain, but their pur- 
chasing power might readily be reduced if higher 
wages lead to higher prices. The solution thus seems 
a good deal short of the ideal, or even the practical. 
The same applies to featherbedding and make-work 
proposals. 

With living costs and business profits levelling off, 
labor leaders also have been talking a good deal in 
terms of wage increases based on higher produc- 
tivity rather than on higher living costs as in the 
past. Productivity, as already noted, is increasing 
and rather faster than expected, but if labor should 
decide to preempt virtually the entire increase in 
the form of higher wage rates and other benefits, 
that aim would merely be self-defeating, for man- 
agement then would have no further incentive for 
installing improved equipment to raise productivity 
further. This would halt capital spending, or at least 
greatly reduce it, thereby creating more unemploy- 
ment. 

Wage increases based on gains in productivity are 
sound and justified and have always been received 
by American workers. But wage increases solely to 
create more purchasing power is a crude and rela- 
tively ineffective way to solve the unemployment 
problem. Also, higher wages expand the buying 
power of only a minority; by contrast, lower prices 
add to the buying power of the entire population. 
They assure the widest possible markets for in- 
creased output, and so not only sustain but swell 
employment. The crux of the unemployment prob- 
lem is nothing else but the cost-price relationship, 
and this truth should be faced openly and honestly. 


Thus anything that tends to raise prices will in- 
crease unemployment, just as factors that will 
lower prices will diminish it. The surest way to 
check the tendency toward unemployment is to ex- 
pand the total demand of goods and services. That’s 
why lower prices, better quality and more efficient 
marketing offer the most certain ways to achieve 
this for consumer goods. As to eapital goods, it is 
equally important to spur demand; but this calls for 
the strengthening of incentives for industry to in- 
vest in new plant and equipment. The Government 
can do a great deal in this respect if it will; but 
exhortations to do so frequently have fallen on deaf 
ears. It could do so by whatever measures create 
rather than destroy confidence, and by whatever 
measures make private capital investment worth- 
while. From every point of view, this would be a 
far sounder and surer approach than renewed resort 
to the discredited idea of pump-priming (under 
whatever guise) which failed so miserably in the 
Thirties, and cost the taxpayers plenty. 

In order to find a “cure,” we must attack the 
fundamentals of the situation rather than be con- 
tent with make-shift measures which ultimately lead 
us nowhere. A growing labor force and technological 
improvements are nothing new in our economic 
history, and we always managed to lick this prob- 
lem in the past. There was one important difference, 
of course. In the past, we enjoyed a completely free 
economy which does not now exist in the same 
degree. 

Besides, there are serious maladjustments in our 
economy, and the one which is mainly at the bottom 
of the unemployment problem is the frozen high 
wage structure in many industries which makes the 
cost of production so high that only the large and 
most efficient concerns can produce at a profit. Mar- 
ginal companies requiring a somewhat higher selling 
price have to cut down output radically or be 
squeezed out entirely. And it usually is the marginal 
companies which help provide the jobs that go to 
make up full employment. 


Need for Understanding of the Real Cause 


What’s needed, then, to create maximum employ- 
ment are flexible wage rates, a better understanding 
on the part of organized labor of the real cause 
underlying the unemployment problem. 
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or more annually, the result is naturally 
higher prices for goods, lower consump- 
tion and growing unemployment. Pres- 
sure for constantly higher wages and 
benefits disregards the fact that there 
sf §=are two types of consumers: Those who 
are employed at high and frozen union 
«wt Yates and those who cannot get jobs at 
those high rates. 

What happened in the coal industry is 
%f =6©a good example. The industry’s labor 
force has dropped from 600,000 to 400,- 
xf 000 in the course of a few years and 
another 75,000 are expected to drop out 
because less coal will be sold at the 
©} higher prices. 
Again, such a cycle of events is nothing 
of new; it happened in the past and ad- 
justed itself (Please turn to page 112) 
































1950 





70 


THE MAGAZINE OF WALL STREET 











ploy- 
ding 
ause 
9lem. 
nual 
10% 
rally 
ump- 
Pres- 
- and 
there 
. who 
union 
bs at 


try is 
labor 
400,- 
5 and 
yp out 
t the 


ything 
d ad- 
- 112) 


REET 














== 








LOOKING AHEAD INTO 1950 


By WARD GATES 


= hroughout last year, there has been a good 
deal of talk about shrinking profit margins, and by 
and large, profit margins have narrowed though 
there are, as usual, a good many exceptions. Numer- 
ous companies have been squeezed by mounting op- 
erating costs, higher wages and greater competition, 
though increased operating efficiency, enlarged pro- 
duction and higher prices frequently served as effec- 
tive offsets with the result that the general profit expe- 
rience often appeared to dispute the widespread belief 
that profit margins are narrowing on a broad front. 

Yet they have done so. To illustrate it by means of 
a composite picture, the average net profit margin of 
1710 leading manufacturing corporations as com- 
piled by the National City Bank of New York has 
contracted to 6.8% from 7.5% in 1948. The 1949 
margin was only slightly wider than the average of 
the last fifteen years, and narrower than in other 
years of high business activity such as 1936-37, 1940 
and 1947. 

This tends to explode the myth of excessive earn- 
ings. True, there has been in postwar a large increase 
in dollar net income, but this was primarily the re- 
sult of the great expansion that has taken place in 
the dollar volume of sales, in turn again due to infla- 
tion of commodity prices and costs, rather than of 
any appreciable widening of profit margins. 

Rising costs in recent years have been covered 
partly by an increase in selling prices, and partly by 
the spread of overhead expenses over a much greater 
volume of business. Dependence upon such high vol- 
ume, however, makes net earnings vulnerable to a 
sharp squeeze in the event of a moderate increase in 
costs, a falling off in sales or a reduction in selling 


APRIL 22, 1950 





ERROR ARE UO Me ERE MME aR me 

















prices, as many lines have experienced last year after 
they had satisfied deferred demands and returned to 
normal competitive conditions. 

If many are surprised to learn that profit margins 
aren’t what they were before the war—even among 
the big earners—there is greater awareness of the 
fact that the profit experience within individual in- 
dustries has by no means been uniform. 1949 earn- 
ings reports have been pointing that out. 

Beyond reflecting the soundness and trend of busi- 
ness in general, the size of profit margins and their 
trend are naturally watched as primary indications 
of the success of management and the general health 
of an enterprise, but care is necessary in analyzing 
such ratios, for changes may be due to a good many 
causes and their significance will vary accordingly. 
Variations may reflect not only changes in various 
elements of costs, in physical sales and sale prices, or 
any of the numerous combinations of these factors. 
They may also stem from non-recurring causes such 
as special bookkeeping adjustments, write-offs, a 
change in depreciation policies, ete. Careful individ- 
ual analysis thus is frequently in order to avoid false 
or misleading conclusions. 


An Example 


A case in point is U. S. Steel which for the fourth 
quarter last year shows the highest net profit mar- 
gin of the year’s quarterly periods despite drastic 
curtailment of operations because of the steel strike. 
Actually fourth quarter “profits” largely resulted 
from accounting adjustments and not from opera- 
tions; and they were large in relation to curtailed 
sales, correspondingly boosting the net profit margin. 
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Net Profit Margins of Selected Companies in Major Industries 
1949. rn | 949. 
Full Ist 2nd 3rd 4th Full Ist 2nd 3rd 4th 
1949 Quart. Quart. Quart. Quart. 1949 Quart. Quart. Quart. Quart. 
Aircraft Mfg. Mining & Metals 
Consolidated Vultee ..... ise a5, 4a (a)2.3% American Zinc, Lead... 1.7 3.8 6.6 (Def.) (Def.) 
Douglas Aircraft _.... 4.7 7.9 a3 647, 12 International Nickel ..... 17.6 22.9 18.6 13.3 13.7 
Lockheed Aircraft... 4.7 (a)4.0 ans (a)S2 St. Joseph Lead....... oe |<) re (a) tt.t (a)9.4 
United Aircraft 0000. «4.4 2.1 4.6 5.3 5.4 Office Machinery 
Autos & Equipment Bunrougns 9.3 11.8 8.5 6.8 8.5 
Borg Warner ..... 8.9 8.6 6.2 6.4 17.2 International Bus. Mach... 18.2 17.3 17.8 18.1 19.2 
Chrysler... 6.3 4.6 6.2 6.7 7.2 National Cash Register. 6.3 7.2 6.2 5.6 6.2 
Doehler-Jarvis ................ 8.8 8.8 9.6 9.4 7.8 Petroleum 
General Motors 11.5 10.6 10.4 12.5 12.4 Atlantic Refining 6.1 6.4 4.5 5.8 7.4 
Standard Steel Spring........ 11.8 10.4 11.8 12.8 12.1 Phillips Petroleum... 9.1 10.1 V7 8.8 9.8 
Studebaker . eae 5.8 4.5 5.2 4.8 8.6 Sxeuy onl EO 18.6 14.4 14.2 16.1 
White Motor oe |e (a): .4 ' (a)2.1 Standard Oil of Calif... 18.5 19.8 21.0 16.3 16.9 
Building Materials Standard Oil of Ohio... 6.3 6.3 5.7 5.8 7.5 
American Radiator . 8.8 8.4 5.3 6.9 13.8 Texas Company — ....... 12.3 11.0 12.7 11.8 13.0 | 
Certain-teed Products .... 10.7 9.0 10.2 12.0 11.0 Union Oil of California... 10.1 13.3 9.3 7.9 95 | 
Johns-Manville _....... 8.8 75 73 108 9.1 Pulp and Paper 
Lone Star Cement... 15.3 10.2 16.0 = 14.8 III Container Corp... 746 6.9 6.0 8.2 1 | 
Minn. Honeywell Regulr. 11.0 9.1 7.4 12.8 13.0 International Paper . 12.4 11.0 9.6 11.5 16.9 
National Gypsum... 9.8 =—:10.0 7.0 U2 10.5 Kimberly Clark... 7.7 5.9 7.2 6.7 10.4 
Pittsburgh Plate Glass... 13.4 14 Uhl 141 13.5 St. Regis Paper... 4.3 6.3 3.2 2 6.6 
ii edanks Scott a 5.6 6.5 6.6 8.0 
Air Reduction ; 6.9 75 6.7 73 6.2 Union Bag & Paper.. ie 11.4 isa 8.3 9.6 13.2 
Atlas Powder 0. 4.6 4.0 4.8 4.7 4.8 Railway Equipment 
LS per 20.6 17.3 i702 18.5 25.5 American Brake Shoe... 4.3 4.8 5.2 3.6 3.0 
Heyden Chemical _........ 5.7 7.7 5.1 4.7 4.8 Bid o RCo os BIO 5.7 4.9 5.5 6.5 
Mansanto Chemical ...... 10.4 10.9 9.1 8.5 12.7 New York Air Brake 8.1 11.2 9.6 32 Sy 
Pfizer (Chos.) & Co... 164 20.8 17.2 138 13.9 Pullman __. 2 @ 2 © it | 
Union Carbide & Carbon... 16.8 15.6 13.3 16.6 17.0 Retailing | 
Drugs Arnold Constable... 3.7 scccces | MROUET (a)5.2 | 
Parke Davis ............. ve 14.3 15.4 11.0 14.5 15.9 Best & Co... . 5.4 oe a)3.8 a)6.8 | 
Stenting Dug =... 9.8 12.1 9.2 11.4 ae Lerner Stores 0. 2.5 aux (ayZe a)2.2 | 
Electrical Equipment Montgomery Ward ........ 4.4 3.7 1.9 4.6 Tl 
General Electric 0. 7.8 6.4 5.0 5.4 13.7 Penny, J. C. s . 4.4 vue (0)4.5 . (a)4.9 
Radinwcore, ad 6.4 4.4 4.5 9.1 Peoples Drug Stores . 3.5 2:7 3.0 2.3 6.1 
Westinghouse Electric... 7.1 4.7 7.2 8.4 7.7 Steel 
Sylvania Electric ..... 3.0 4.3 1.6 1.5 3.8 Inland Steel __. 69 9.1 75 8.1 1.9 
Food Products Jones & Laughlin... = 5.4 8.7 5.2 4.1 \3 
Continental Baking ........ 3.6 3.5 3.2 3.2 4.1 Republic Steel 0.7.0 TA 5.4 6.3 10.6 
General Foods «5.8 5.9 6.0 6.1 5.1 a, em 7.5 6.8 6.4 8.4 
National Biscuit 0... 7.3 7.0 5 7.0 re | Youngstown Sheet & Tube 9.5 10.1 9.6 8.6 6.7 
Standard Brands . 3.1 2.8 a 3.1 3.0 Tastes 
Machinery & Tools American Viscose... ...... 10.3 12.6 3.1 8.0 14.6 
Amer. Machine & Metals 2.4 1.0 2.3 32 3.3 American Woolen... 1.6 3.6 (Def.) 1.3 2.4 
Clark Equipment .. 4.9 7.6 4.6 4.4 1.6 Belding Heminway ........ 3.3 2.7 (Def.) 3.1 7.6 
Food Machinery & Chem. 4.9 6.5 7.2 4.7 9 Celanese Corp. ............ 12.0 12.7 4 11.0 17.9 
National Supply 4.3 _715 3.8 7 4.0 Van Raalte y i 4 8.0 6.3 6.0 9.5 
(a) 6 months. 

















Apart from this, however, Big Steel’s net margin for 
all of 1949 was 7.2%, up from 5.2% in 1948 and 
comparing with 6% in 1947. Still, a prewar margin 
of 11% was more typical under comparably high 
operating rates. 

To obtain a picture of the latest trend in profit 
margins, we have prepared a sizeable statistical 
sample covering numerous companies in major in- 
dustries. On the whole, the picture shown is encour- 
aging, though naturally far from uniform. It not 
only reveals marked variations in net margins among 
the industries covered, but also among companies 
within these industries. 


Margins on the Whole Well Maintained 


On the whole, net margins, that is the ratio of net 
profits to sales, have been fairly well maintained, 
however, despite the fluctuations in business particu- 
larly during the first half of last year. In evaluating 
these ratios, several things must be borne in mind. 
Against a background of declining sales, as in a 
number of lines, stationary profit margins imply 
progress in efforts towards operating economies. On 
the other hand, narrower margins on larger sales 
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volume can produce the same or even a higher net 
profit in terms of dollars earned. Thus where a mar- 
gin decline is shown, it does not necessarily mean 
that overall net earnings have been dropping. Just 
the opposite may have been true. It is because of the 
importance of the volume factor that net earnings 
sometimes fail to tell the whole story of a company’s 
operations and results. To appraise the latter prop- 
erly, profit margins constitute important and useful 
statistical tools, though they must not be used indis- 
criminately. 

Also, in weighing profit ratios, it must be remem- 
bered that they normally vary between individual 
items when a single concern has broad product diver- 
sification. On overall operations, the ratio revealed 
represents the combined spreads. This must be taken 
into consideration in cases such as Borg-Warner, for 
instance, a highly diversified producer of automotive 
parts and household appliances. The company’s over- 
all net profit margin last year was 8.9%, which com- 
pared with 9.6% in 1948 and 7.7% in 1947. The 
relatively moderate decline from 1948, despite a $50 
million drop in net sales last year, reflects a marked 
increase in operating efficiencies due to improved 
manufacturing equipment and an extensive drive for 
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economy by plant managers. 

However, there were also some significant quar- 
terly fluctuations. Against a first quarter ratio of 
8.6%, the second and third quarter margin dropped 
to 6.2% and 6.4%, respectively, only to bound back 
to an indicated 17.2% in the fina] quarter. Fourth 
quarter net was $2.89 a share on volume of some $40 
million. In the first quarter, $2.79 per share was 
earned on sales of $78 million. Pending a detailed 
break-down of fourth quarter results, one must with- 
hold judgment as to the principal cause of this show- 
ing; especially whether the indicated improvement 
will be carried into 1950. 

In the automobile field, we find that whereas Gen- 
eral Motors’ 1949 profit ratio was 11.5%, that of 
Chrysler was almost exactly half—6.3%, and that of 
Studebaker was only 5.8%. GM shows a moderate 
margin increase during the second half year and so 
did Chrysler. Studebaker, on the other hand, reveals 
a drop for the third quarter when output declined 
because of model change-over, and a sharp rebound 
in the fourth quarter. For the year as a whole, the 
ratio was 5.8% compared with 4.98% in 1948, re- 
flecting cost economies and sharply higher volume. 
Because of price cuts, however, a decline in the profit 
margin is foreseen in 1950. 

Profit ratios in the building materials group reflect 
the sales slump from which the industry suffered 
during the forepart of the year, and the subsequent 
good recovery as building activity was stepped up 
later in the year. Hence in some cases, quarterly 
profit margins varied a good deal, as the table shows. 
In the case of American Radiator, it ranged from a 
second quarter low of 7.3 ¢, followed by a snap-back 
to 10.8% in the third quarter and 9.1% in the fourth 
quarter. Cement and glass makers did well profit- 
wise, as revealed by the showing of Lone Star Ce- 
ment and Pittsburgh Plate Glass, with full year mar- 
gins of 15.8% and 13.4°c, respectively. Generally, in 
the building group, the ratios shown for the last half 
of 1949 should carry over into 1950 in consonance 
with the high rate of building activity maintained 
in recent months. 


Du Pont Star Performer 


The trend of profit margins in the chemical indus- 
try reflects its traditional above-average stability. 
While declines were uniformly shown during the 
second quarter, reflecting recessive trends in the 
economy at that time, there were subsequent improve- 
ments in most cases. On the whole profit margins 
were substantial with du Pont the star performer, 
averaging 20.6% of the sales dollar over the whole 
of 1949 and as high as 25.5% in the final quarter 
when sales as well as earnings registered new highs. 
In part of course, the high fourth quarter ratio was 
due to the big year-end dividend received on the 
company’s investment in General Motors shares 
which came to $1.68 out of total reported 1949 earn- 
ings of $4.52 per share. Future variation of this divi- 
dend income will of course find reflection in net profit 
margins. By way of contrast, the return on average 
operating investment in 1949 was 10.5% compared 
With 9.3% in the preceding year. 

General Electric’s big jump in earnings, and con- 
sequently in the profit margin in the final quarter of 
1949, was attributable largely to adjustments result- 
Ing from inventory taking. Thus the fourth quarter 
margin rose to 13.7% from 5.4% in the third quar- 
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ter. Needless to say, margins in 1950 will again re- 
vert to more moderate proportions despite the good 
business the company is doing. Corporations check- 
ing on year-end inventory often find the actual stocks 
on hand differ somewhat from those shown on the 
books and have to make corresponding adjustments. 
In the case of General Electric, the difference of 
some $13 million was abnormally large. In effect, the 
company had charged to costs of earlier quarters 
this amount of inventory which was still on hand, 
and the difference had therefore to be credited to the 
last quarter’s results. 

GE’s overall 1949 profit ratio of 7.8% compares 
with 7.1% for Westinghouse Electric. The latter’s 
dipped to 4.7% in the first quarter, reflecting the 
slump in appliance sales at that time but recovered 
strongly to 8.4 in the third quarter and held at 
7.7% in the final quarter. General Electric’s ratio, 
on the other hand, made its low in the second quar- 
ter when it dipped to 5° from 6.4% in the first 
quarter. The 1949 ratio of 7.86 compared with a 
1934-41 average of 11.2. 

The traditional stability of the food industry finds 
reflection in the trend of company profit margins 
which showed only small variations from quarter to 
quarter. But those of General Foods ran 2° to 3% 
higher than those of Standard Brands, the former 
averaging 5.8°° for the full year compared with 
3.1% for the latter. National Biscuit with 7.3% did 
even better; at no time during the four quarters did 
the ratio drop below 7%. 


Sharper Fluctuations in Machinery Industry 


As was to be expected, the machinery industry re- 
vealed sharper fluctuations as shown in the table, 
and overall ratios were relatively narrow. Those of 
American Machine & Metals ranged from 1% in the 
first quarter to 3.3% in the last quarter. Those of 
National Supply dipped from 7.5% in the first quar- 
ter to 0.7% in the third quarter, but recovered to 
4% in the final quarter of the year to average 4.3% 
for entire 1949. 

Food Machinery & Chemical Corporation was hit 
by a sharp sales decline (Please turn to page 118) 
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The Tariff Dilemma 


By JOHN DANA 


hi recent appointment of Gordon Gray, 
former Secretary of the Army, to head studies and 
coordinate activities aimed at finding solutions for 
the “dollar gap” heralds a new attack on a long- 
standing and complicated problem. The dollar gap 
is the difference between what we buy and sell 
abroad and in recent years has been around $5.5 
billion annually, a serious imbalance that remains 
one of the big, unsolved problems of the postwar era. 

The gap in the past has been closed mainly by 
ECA funds and other forms of foreign aid. Since 
such aid cannot go on forever, ECA and the State 
Department are pressing for an all-out program 
designed to foster an increased flow of merchandise 
imports from ECA countries. 

Stabilization of international trade at a high level 
has justly been called the most important step the 
free world can undertake at this time. According 
to official views, this must be achieved through 
increased American purchases abroad rather than 
any drop in our foreign sales, despite the fact that 
the latter are abnormally inflated. 

Thus, it is contended, American tariffs need to 
be trimmed further, and lower tariffs to spur im- 
ports rank among the principal short-run measures 
to close the dollar gap in postwar trade. Either we 
must boost our imports or face a substantial decline 
in our exports. The alternative — continuation of 
large-scale gifts and loans to foreign Governments 
— is increasingly rejected as an economic and 
financial absurdity. 

The congressional debate over ECA appropria- 
tions has forcibly revived the tariff issue and with 
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it the “bogey man” of foreign 
competition as attested by a new 
outbreak of jitters among cer- 
tain manufacturing groups who 
have been told that to increase 
American purchases of Euro- 
pean goods by the desired $1 
billion annually (pared down 
from an original goal of $2 billion) would mean 
widespread unemployment in the East and tumbling 
farm prices everywhere. 

Nevertheless, another round of tariff negotiations 
is in the offing. The Government’s decision to nego- 
tiate on a broad scale tariff reductions under our 
reciprocal trade program is a natural step in the 
search of a solution of the dollar gap problem and, 
in fact, an inevitable corollary of the ECA program. 

The major trading nations of the Western World, 
and particularly the United States, made significant 
tariff cuts last year at the Annecy conference, and 
even more so, before that, at the Geneva tariff con- 
ference of 1947. Hence the opinion that it may be 
far harder in the future than in the past to find a 
basis for agreement among Governments in this 
touchy field. 


Substantial Participation at Torquay Talks 


While the Annecy conference was in session, 
Congress renewed our Reciprocal Trade Agreements 
Act and this makes it possible to start in September 
on another round of tariff negotiations to be held at 
Torquay, England. This conference is steadily as- 
suming more importance. The negotiations will be 
conducted not only between the United States and 
some seven new countries which did not participate 
in the Geneva and Annecy sessions, but also between 
the United States and most of the original 23 par- 
ticipants to the General Agreement of Tariffs and 
Trade (GATT). 

Because of this, it is thought that the scope of 
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the Torquay negotiations may easily approach that 
of the Geneva Pact, and the latter was a bitter pill 
for our high tariff advocates. President Truman still 
has plenty of legal leeway to further cut U. S. tariffs 
—33% from present levels, in fact—and since negoti- 
ations will be with our principal trading partners, the 
inference is that the cuts may be substantial. As at 
Geneva and Annecy, any tariff cuts to be made at Tor- 
quay would be generalized to all GATT members, and 
those made by the United States would be general- 
ized to the world under the most favored nation 
policy. 

Naturally, since we are engaging in reciprocal 
tariff negotiations, any reduction we shall make will 
be reciprocated by foreign countries. American ex- 
porters, however, are not likely to realize fully the 
benefit of such reciprocal cuts until the rest of the 
world is better supplied with dollars. 


The International Background 


The significance of the forthcoming negotiations 
must be appraised against the background of the 
entire international picture. The end of Marshall 
Plan aid, set for 1952, already looms into view and 
by that time Europe was expected to be able to 
stand on her own feet economically. But European 
recovery still has a long way to go and the problem 
of balancing her dollar trade appears only a little 
less acute than in the past, despite some modest 
signs of improvement. There is little hope that 
Western Europe’s dollar deficit can or will be elim- 
inated by 1952. The dollar gap in our total world 
trade has been narrowing early this year but it is 
premature to regard this as the beginning of a 
definite trend. At any rate, the dollar gap this year 
is estimated to run around $3 billion at least, com- 
pared with $5.4 billion in 1949. 

As already stated, when ECA ends in 1952, it will 
create tremendous problems abroad, and thereby 
also for us at home, unless foreign countries can 
obtain the necessary hard currencies to make pay- 
ments for U. S. goods. Unless trade can be balanced, 
we cannot continue to sell our goods abroad or re- 
celve a return on our foreign investments. Even 
to-date, the dollar gap has been narrowed largely 
at the expense of our exports. Further reduction, 
and some seems inevitable regardless of tariff ac- 
tions, is bound to have domestic repercussions. 

There is also the political side. The end of the 
cold war is hardly in sight and it may last a long 
time. If Europe is to gain enough strength to con- 
tinue resisting Soviet pressure, we must either con- 
tinue to subsidize her directly, that is extend Mar- 
shall Plan aid, or create the conditions which will 
enable her to sell us enough goods to earn the dol- 
lars needed. 

_Either alternative is painful and will cost us 
either directly or indirectly, and the cost will have 
to be chalked up to the cold war. In this dilemma, 
several significant observations are in order. The 
level of our exports is admittedly abnormal. Foreign 
demand for U. S. goods, unaccompanied by ability 
to pay in dollars, cannot be taken as a true measure 
of the sales potential abroad. Realistically, this 
would call for a revision of the goal of spurring im- 
Ports to the extent of achieving a balance with cur- 
rent high exports. Exports have been high not only 
because the world needed our goods, but because we 
financed them with gifts and loans. The more of the 
latter, the wider the dollar gap, which probably 
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would disappear entirely if we were to stop lending 
and giving entirely. 

Doubtless this would be unwise and impractical 
at this juncture. Not only would disappearance of 
a $3 to $5 billion export surplus cause considerable 
domestic economic trouble, but the retrenchment 
thus forced upon our foreign trade partners would 
have serious repercussions in their own countries. 
As far as European recovery is concerned, it would 
undo much of the good which Marshall Plan aid has 
accomplished, and political repercussions would 
probably be equally serious, for foreign aid, after 
all, constitutes a vital point in our international 
program which at present revolves around the neces- 
sity of stopping Russian aggression and communist 
penetration. 

One is thus forced to the conclusion that unless 
we want to court such dangers, which we certainly 
should not at this time, we must either continue 
subsidizing Europe or else open our gates wider to 
European imports. It is a logical conclusion but it 
still leaves the question whether a further lowering 
of our tariff barriers will remedy the dollar gap. 
There is a great deal of doubt about it. 

Admittedly, the fundamental need today is re- 
establishment of a free international market but 
genuine steps in this direction have been few and 
slow. There has been little progress abroad towards 
elimination of exchange controls, convertibility of 
currencies and economic integration, all steps that 
would lead to freer trade and hence less “dollar 
gap”’ trouble. 


Can Europe Produce Enough? 


Another question is: Can Europe produce the 
goods needed to fill the gap by stepping up her 
exports to the United States, even after we have 
cut our tariff to the bone? There is plenty of room 
for doubt, particularly if trade is to be balanced 
at the current abnormally high level of our exports, 
and if we insist that Europe integrate her economy 
and step up its internal trade. 

Still another question: Would our market absorb 
such sharply stepped up (Please turn to page 110) 
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POLITICAL capital was reaped by the Administration 
when the Displaced Persons Act was liberalized to 
admit to the United States a substantially greater 
number of the political victims of war than the 





WASHINGTON SEES: 


Hopes for federal government economy are 
glimmering, even before congress has an oppor- 
tunity to move seriously on the subject. The sav- 
ings that appear to be evaporating are those 
made voluntarily by agencies —the much-pub- 
licized paring of Pie i outlays and the na se 
in the Veterans Administration, to name the most 
dramatic and obvious. 

Louis Johnson, Secretary of Defense, took the 
lead by scuttling part of the navy and much of 
the air force. The reductions in sea power will 
stand, but Johnson has backed away from his 
announced program on new planes. Actually it is 
more of a sidestep than a retreat; he has an- 
nounced that the Joint Chiefs of Staff will review 
the aviation procurement program—and that he 
will be bound by their findings. Those findings 
already are on the record, for publicly and pri- 
vately the staff chiefs have called for vast 
expansions. 

The Veterans Administration under Adminis- 
trator Carl Gray had an ambitious money-saving 
crusade moving but it has not only been stalled, 
it's backing up! As in the case of air power, it 
has been demonstrated that the practicalities of 
the day are putting the brakes on economy. In 
the light of the current world situation, Johnson 
will not be blamed by congress if he gives the 

‘go ahead” to plane procurement. Neither will 
Gray be censured for insisting upon adequate 
care for the war casualties. 

Congressional economizers profess to see an 
aid to their cause in the apparent failure of 
voluntary cutbacks. The White House has over- 
emphasized them, they say. Now, they point out, 
the responsibility for savings is back where it 
belongs—in congress. 
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original measure allowed. While taxes, appropria- 
tions and rearmament were taking the headlines, 
there was unflagging pressure of a less dramatic 
nature to enlarge the DP bill. It came from the more 
populous centers where the charge was made—cor- 
rectly—that Jews and Catholics were discriminated 
against. While it was a democrat, Senator Pat 
McCarran, who delayed action for months, final en- 
actment is chalked up as a major victory for the 
White House. 


OMNIBUS appropriation bill final vote in the house is 
expected to be taken during the first week in May. 
That forecast may prove optimistic, but if leaders 
on both sides of the political aisle succeed in cutting 
down “talking for the record” it may be achieved. 
There is bi-partisan support for a large boost in 
funds for military air power which, if it prevails 
will throw the budget farther out of balance. And 
it is likely to succeed. Even Rep. Clarence Cannon, 
appropriations committee chairman who advocates 
cut-to-the-bone policy in other particulars, used the 
term “war budget,” warned there can be no reduc- 
tions at the expense of national security. 


MAJOR points of difference are seen in the senate 
and house versions of the “Point Four Program’’— 
designed to point the way by which under- ee 
countries may approach the American standards of 
living. The house would allow only 25 million dol- 
lars, but the senate proposes to raise that to 45 mil- 
lions. The house would guarantee private invest- 
ments in the backward countries; the senate would 
not. Against the backdrop of multi-billion dollar 
expenditures, the amount involved is insignificant. 
but the commitment to long-term policy is not. Chief 
worry on Capitol Hill seems to be what effect end- 
ing the aid after five years will have. Will it prove 
a total loss? 


INSURANCE companies are certain to be nicked for 4 
substantial amount of back income taxes, when con- 
gressmen return from their Easter vacations. The 
only remaining question seems to be the amount; 
both houses apparently favor sending the tax bill to 


es =the companies and it may total $100 million. 
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Pressures are being applied in the hope of 

saving the bi-partisan foreign policy, which has 
disintegrated to a point where the objective seems to be 

Pp} WE found in a contest between the two parties to see which 

can give off the appearance of being maddest at Russia. 

That circumstance has brought in "outside" advice 

from such respected advisers as Bernard Baruch. They are 
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Go To warning that neither the Administration nor its GOP 


opposition can win a peace offensive while busy fighting 
each other. 








P cee Within the republican leadership on Capitol 
UTIV,S Hill, the hope for saving the bi-partisan approach appears 
to rest with Senators Vandenberg, Smith of New Jersey, 
and Lodge. They're fighting an uphill battle. Many of 
their colleagues believe Senator McCarthy's drive against 
the State Department is registering favorably in the 
political precincts, and they don't want to let go. Senator Wherry is the leader 


in advancing the political viewpoint, but he's far from alone. 























First break in McCarthy support among the republican members of the 
investigating committee came when Senator Lodge, in restrained language, registered 
his disgust. The Massachusetts member invented an "out" for his associates by 
suggesting that the inquiry be turned over to a nonpartisan commission. But there's 
little prospect that his idea will prevail. As a matter of fact the democrats on 
the committee, and they're in control, cannot abandon the investigation at this 
point, turn it over to another group. That wouid be labeled "whitewash," no doubt; 
the present Loyalty Review Board has indorsed, tacitly or otherwise, the patriotic 
reputations of those accused by McCarthy. 


























Weakness of the Baruch plan for a "peace offensive," say members of 
congress, is that it would transfer authority to make decisions to what at most 
would be a semi-official board. But Baruch believes such an instrument must be 
more than a fact-finding board if its influence is to be felt; that a means must be 
devised to lift foreign policy above the arena of partisan political strife. 


























Recall of George C. Marshall, former secretary of state, to deliver an 
anniversary speech on ECA, illustrates the concern that exists both in his mind and 
in the minds of top Administration advisers. President Truman's selection of a 
former republican senator, John S. Cooper, to be an ambassador-at-large, was a bid to 
the GOP for peace at home. It pleased Vanderberg, et al, but it was coldly received 
by the Wherry contingent. Yet the more hopeful legislators see it as a possible 
first step toward a truce. 




















On the economic front, Commerce Secretary Sawyer has filed a report which 
makes it almost impossible for congress to avoid a general probe of the old-age 
pension system. Liberal participation by the federal treasury in the care of aged 
persons has encouraged the states to lean too heavily upon Washington, says Sawyer. 
Greatest abuse has come in poorer states which appear to be shifting their respon- 
Sibilities, making it easier for the aged to qualify and thereby transferring them 
from rolls of state-financed help. 
































When vacationing congressmen return to Washington later in this month 
they will find on their desks a final appeal from combined labor organizations who 
Still hope to un-freeze some of their favored legislation, speed action on other 
bills which have been moving slowly. Taft-Hartley Repeal will top the list, despite 
the fact that no labor group entertains the slightest hope that the objective will 
be realized. In fact, its inclusion, suggests that the list may have something 
more than a tinge of prospective campaign document. 









































Continuation of federal rent control after June 30, 1950. The house hasn't 
planned hearings as yet. Labor has reason to be hopeful that a more liberal social 
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security act may be passed, raising aged benefits about 70 per cent and extending 
coverage to 11 million persons now excluded. The house passed the measure last 
October. The senate finance committee has it in executive session. Opposition 








pending bill is sidetracked. 








Labor groups seem willing at this point to accept any kind of federal aid 
to education that can get by congress. The senate's proposal is regarded most 
satisfactory, but the unioneers are reconciled to the fact that direct aid to 
parochial schools cannot win house indorsement. So they're lukewarm on this one, but 
Still profess interest. The Brannan Plan is enthusiastically indorsed. And, under 
the union simplification it should be, for the labor groups see it as an action 
which "guarantees farmers a decent living and at the same time would permit city 
food prices to come down." Unfortunately for its backers, congress doesn't view 
it as quite that simple. 





























The unions charge "the phony economy bloc in the house" with attempting to 
Scuttle foreign aid funds but asks support of the Administration's plea to restore 
reductions already made or in prospect. Health insurance has been abandoned as 
an item of legislation, stored away as a campaign issue. And the position to be 
taken on anti-trust law amendments hasn't been definitely settled. There's some 
apprehension that, once opened up for amendment, the legislation will come out 
"“sranting corporations further immunity from anti-trust laws." 






































If President Truman fails in his attempt to have congress abolish the 
independent office of general counsel to the National Labor Relations Board, the 
odds are overwhelming that he'll fire Robert Denham, the fighting incumbent. Some 
question may be raised on the legality of such a discharge. There are lawyers in 
congress who say the provisions of the Taft-Hartley Act preclude that action; that 
Denham is in a situation similar to that of the Comptroller General of the United 
States, who cannot be removed except "for cause" during the entire period of his 
appointment. The President has anticipated that legalistic encounter, and his reply 
is brief and to the point: the President appointed the General Counsel, and the 
President can fire him. 












































Sign that World War 2 veterans are losing hope of gaining a federal bonus 

the re-introduction of legislation to provide a national lottery, proceeds to go 
to the ex-servicemen in lieu of direct grants from the Treasury. At the start of 
the current session there was very real likelihood that a bonus bill (Rankin measure) 
would be enacted. In the meantime, however, several states have paid off bonuses 
and there has been a war insurance divideni distribution that covered almost the 
entire World War 2 fighting force. These actions combined to rob the "adjusted 
service compensation" lobby of its most substantial argument, namely, the GIs 
need for cash. 
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Another target for the house lobby investigating committee is coming 
into view. The National Association of Real Estate Boards had been slated to be the 
“whipping boy" to justify the investigation, but now it appears that the National 
Association of Manufacturers may take that dubious distinction. Dr. Stephen Bailey, 
college professor appointed by the committee to make a preliminary study and pitch 
the tone for the hearings, cites NAM as "a possible holding company for a variety 
of seemingly independent pressure groups and conditioner of rural opinion." 

The report was seen by the democratic members of the committee in advance of its 
publication. But the republicans heard it for the first time in public meetings. 
































Murder of two Kansas City democratic leaders who weren't "going along" 
with the Administration, will be blown up into a full-bodied campaign issue revolving 
around the charge that a "political reign of terror" is being visited upon the 
country. The spectre of lawlessness being winked at is calculated to arouse the 
voters, particularly in the rural areas. It didn't have that result during the days 
of Capone, nor was there indignant reaction when an anti-Marcantonio leader was 
Slain on Election Day. But the GOP sees the link between Kansas City and political 
killings as much more significant. 
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— TO HANG ON TO SHREDS OF 


SS N WORLD POSITION AT THE SACRIFICE 
re OF WESTERN EUROPE SOLIDARITY 


Photo by Gendreau 


By V. L. HOROTH 


f one were to analyze the international 
situation in the Spring of 1950, one would probably 
be inclined to conclude that the danger of a “‘shoot- 
ing war” breaking out is definitely less than it has 
been for some time. Despite periodic war scares and 
international crises, the idea of the United States 
starting a preventive war at this point — when the 
hydrogen bomb is presumably in the early blue-print 
stages — appears to be more absurd than ever. And 
as to the Russians, it is to their advantage to avoid 
a shooting war at all costs. 

They may know how to explode an atomic bomb 
now, but their industrial resources are almost 
ridiculously small when compared with the com- 
bined resources of the Western countries. A com- 
parison of their actual armed strength with that of 
the West is, of course, more favorable to them. 
Meanwhile, the nations of Western Europe — well 
aware that they would be the principal targets of a 
war of extermination which is what the Third 
World War would be — are anxious to prevent an- 
other “shooting”’ conflict. 

In general, then, the chances of another shooting 
war may be lessened. The same cannot be said, how- 
ever, about the cold war, which is becoming a more 
and more intense ideological struggle for the minds 
of the peoples living in a long belt of countries 
which border on the communist controlled part of 
the world. The cold war may possibly be entering 
a —_ acute stage than ever. Here are the reasons 
why: 

One reason is that the Russians are becoming 
more confident of their own strength. The collapse 
of Nationalist China has strengthened the com- 
munist hand in Asia, and it has also strengthened 
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the Russian strategic position. Second, as we pointed 
out in a special article a few weeks ago, the Rus- 
sians are emerging from a difficult period of post- 
war reconstruction. 

Third, the political and economic turmoil makes 
the new countries of Southeastern Asia especially 
vulnerable to propaganda not only from Moscow 
but from Peking as well. Much the same is also true 
of the Arab states of the Near East which are 
smarting from the setback suffered in the conflict 
with Israel and are under internal pressure to mod- 
ify their feudal economic systems. The chances for 
trouble-making are great, as the Russians see them, 
and the West will do well to keep all these countries 
out of the Soviet orbit. 

The fourth reason for a Russian cold war offensive 
this summer lies in the lack of unanimity among the 
Western Allies as to what economic and political 
steps must be taken to preserve a solid anti-com- 
munist front. A number of weak points are develop- 
ing along the Western World’s long border with the 
communist-controlled world, in addition to those in 
Southeastern Asia and the Near East. One such 
weak point which invites the Russians to increase 
their pressure is, for example, Western Germany. 


Need for Agreement on Basic Strategy 


It would be idle to expect the capitals of all the 
Western countries to see eye to eye with Washing- 
ton in regard to all the problems. The essential 
point is that all countries agree on a basic strategy 
of how to prevent the spread of communism and 
how to present a united front to the Kremlin. Inso- 
far as lesser problems are concerned, compromises 
can always be worked out. 
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However, in recent months, a number of differ- 
ences have arisen between Washington and London 
which have been sharper than usual and have 
tended to strain the Anglo-American partnership, 
which, after all, is the nucleus of the Western 
World’s defense coalition against the Soviet Union. 
The time when Great Britain strove earnestly to 
work out a compromise in her differences with this 
country, for the simple reason that the United 
States was bailing her out, seems to be gone. As the 
British have recovered a measure of their former 
political influence and economic strength, they have 
also tended to pursue independent policies. These 
policies, as we see them in this country, are intended 
to strengthen the British Commonwealth and the 
sterling area, but not the Western World as a whole. 
And certainly these moves no longer give an impres- 
sion of unanimity on the part of the Western World 
in dealing with the communist-controlled world. 

The best example of the failure to identify the 
Western World’s interest with her own, has been 
Britain’s China policy. London gave practically no 
help to Nationalist China; in fact, she wrote off 
Chiang’s regime some two years before Nationalist 
resistance collapsed. London was the first of the 
western powers to recognize Mao Tse-tung; this was 











Loans and Credits Received by Great Britain 
Since the End of the War 

















(in millions) 
U.S. Pounds 
Dollars Sterling 
From the United States 
U. S. Treasury Loan ._........ wm $3,750 £937. 
Assistance under the ERP 2,393 650. 
Lend-Lease loans _.......... : : 1,229 307. 
Lend-Lease silver and others... es 63 16. 
NSS WUE Seek eee Seem 7,435 1,920. 
From Other Countries or Institutions 
Canadian credit 1,072 268. 
Australia: gift 0... 112 28. 
New Zealand: gift . : 40 10. 
Drawing against the IMF... 300 75. 
Drawn on Belgium under the IEP Scheme 66 16.5 
Grand total .. $8,956  £2,317.5 








Loans and Credits Given by Great Britain 
Since the End of the War 
Gifts to 





UNRRA . £155. 
Greece (surplus stores, army equipment) 33. 
Poland (surplus stores, food)... ' eae TE 
Austria (surplus stores} 17.6 
Italy (surplus stores): 2 55. 
The Netherlands (military equipment) nied 16. 
Ex-Italian colonies (administration) 00. enn 12. 
Burma (cancelled debt and claims) 38. 
Various occupied areas. c 49. 
All others 2.2 | 
£400. | 
Credits | 
Various occupied areas £ 50. | 
France - - ie 115. | 
OT Spill Sar ated le dene ke eb A Rheted, ts Ran tart 35. | 
Germany (cost of civilian supplies)... ’ 207. | 
The Netherlands (military equipment)... 25. | 
Greece (stabilization joan) ............... md 10. | 
Barmatermiits), 2. 36. 
Drawing rights under the IEP scheme | 
exercised by Great Britain ... 64.8 | 
Total . eae £542.8 | 
GRAND TOTAL ~ £942.8 | 
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done, undoubtedly, with the advice of Hongkong 
traders anxious to secure the most advantageous 
position in the China trade and to protect Britain’s 
enormous capital investments. But communist China 
up to now has shown little interest in trading. The 
Hongkong merchants are gloomy, and there is a 
growing feeling that Britain has lost prestige, be- 
sides splitting the western front in China. 


Disagreement on German Problem 


A lack of Anglo-American understanding on Ger- 
many could lead to disaster incomparably greater 
for the Western World than was the collapse of 
Nationalist China. With Western Germany under 
the Kremlin’s thumb, the whole of Western Europe 
would live on borrowed time, and even the United 
States would eventually have to accept the terms 
dictated by Moscow. The start on this disastrous 
road may already have been made, with London’s 
and Washington’s views as to what to do about Ger- 
many growing further and further apart. 

Briefly, the economic recovery of Western Ger- 
many has reached the point — as a result of the 
aid given by the ERP and of the natural dynamism 
of the German people — at which the increasing 
volume of German products will have to be unloaded 
in world markets. Unless the Germans are permitted 
and encouraged to do so when American aid stops, 
there will be serious unemployment, a decline in the 
standard of living, and plenty of trouble. 

The British naturally fear the competition of 
Western Germany (and also of Japan) which is less 
burdened with socialist clap-trap and hence better 
able to lower her production costs. After laboriously 
winning a foothold in dollar and Latin American 
markets, and having begun to balance their pay- 
ments, the British now see the rising specter of a 
German and Japanese trade drive. To keep Western 
Hemisphere markets, the British are almost certain 
to demand at the coming Paris conference of for- 
eign ministers that the restrictions on West German 
trade with the communist East be liberalized; the 
German trade drive would thus be reorientated east- 
ward. The British and the Western Europeans also 
fear that additional strengthening of Western Ger- 
many would lead to the latter’s ultimate domination 
of Western Europe. 


Washington's Attitude 


Washington, however, objects to the British solu- 
tion of the German problem. It argues that by re- 
moving the restrictions of West German trade with 
the communist East, the leak of Marshall funds into 
the Soviet regions will increase, at the expense of 
the American taxpayer, at present contributing 
about $750 million annually for the maintenance of 
the West German economy. It would certainly be 
inconsistent — nay, downright foolish — for us to 
refuse to trade with any communist area, and then 
go and provide funds and raw materials for Western 
Germany to trade freely with East Germany and 
other communist-controlled areas. 

But this is not all. The Anglo-American squabbles 
as to what ought to be done about Germany have 
not been lost on the Western Germans. They have 
been becoming increasingly cynical and disillusioned 
about Allied intentions. They regard Britain’s in- 
sistence on plant dismantling as decidedly in con- 
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unemployment and other [-— 

serious economic difficulties. Foreign Trade of United Kingdom with U. S., Canada and Latin America 

And they regard our poli- ae 

cies of keeping them out of ae Set (Monthly Averages — in millions) es 

the vital Eastern markets ete ; 

: . United Latin United Latin 

in the same light. : States Canada America Total States Canada America Total 

4 ol oy _— , a Ps in sterling in dollars———— 
ound to ask whether the |!1938 ........ —. A 2.1 3.1 7.4 $12 10 15 $37 

West is not fighting an- |/1948 _. a 6.1 10.4 22.1 19 25 42 86 

other lost battle in Western ||j949  ~ eee — 

Germany. That the Western Ist Quar. _ 5.8 6.7 12.4 24.9 23 27 50 100 

Germans will turn commu- 2nd Geer... 6.6 8.7 18.7 14 26 35 75 

nist and ally themselves 3rd Quar. ....... . 43 6.1 11.3 21.7 17 24 45 86 

with the Soviets against October .. 68 6.5 15.6 28.9 19 18 44 8! 

the West is definitely not November 83 17 10.3 26.3 23 22 29 14 

_ — bag, She December 8.0 12.3 28.0 22 22 34 78 
er S- || 1950 

sians too much and are too Januar 6.9 8.4 19 24 

aware of Russia’s plunder- ian . 63 8.0 18 22 

ing of the East German ' cai 

Republic. More likely, the — 

: : ; 1938 9.9 6.8 6.3 23.0 48 33 31 112 
Germans will pursue poli- 187 52.7 2 35 15 212 
ee ee eS a : 
as they are allowed to do {|j!%49 
so. But Russian promises of Ist Quar. 18.0 15.1 23.5 56.6 72 60 94 226 
limitless markets in the 2nd Quar. 19.7 17.2 21.0 57.9 78 69 84 231 
East may sway the Ger- 3rd Quar. 17.2 19.9 22.6 59.7 69 80 90 239 
mans to sell the Russians October . 21.4 23.6 19.2 64.2 60 66 54 180 
the equipment and the November - 18.3 22.7 17.4 58.4 5! 64 49 164 | 
goods which now the West December . _ 18.8 20.9 13.4 53.1 53 59 37 49 
is fighting hard to keep out [eee ee OE 














of Soviet hands. 

The basic principle of the new European Pay- 
ments Union — the details of which are still nebu- 
lous — is to make the currencies of the Marshall 
Plan countries freely convertible into each other as 
a group. Instead of each single country having its 
own dollar problem, the balance of payments with 
the dollar area would become one single problem, 
which, presumably, would be more manageable. The 
rules of the EPU would require the removal of 
intra-European trade barriers, quotas, tariffs, bi- 
lateral agreements, etc. They would encourage more 
efficient production, a greater exchange of goods, 
and, above all, they would force Western European 
countries to decontrol their economies. The balanc- 
ing of mutual trade would be done by drawing 
against a currency pool to which the ECA would 
contribute some $600 million. 


EPU — Point of Major Contention 


Many people in this country, including some high 
officials in Washington, have their doubts about the 
efficacy of the whole scheme, which in many respects 
duplicates the functions of the International Mone- 
tary Fund: But they agree that for the sake of the 
expansion of international exchange of goods, now 
that more and more goods are available in inter- 
national trade, an attempt at restoring free con- 
vertibility of currencies must be made sometime. 
_Britain’s attitude toward the EPU has been nega- 
tive. She has agreed to join, but as a “limited” part- 
ner only. She insists upon retaining her membership 
in the sterling area system, which, as she rightfully 
claims, remains the world’s largest multilateral 
trading area. And right or wrong, she also fears 
that the EPU would enable the holders of old ster- 
ling balances — now kept out of circulation by rigid 
agreements — to present them for conversion into 
dollars or gold. 
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But the reasons for the British reluctance to join 
the scheme as a full-fledged partner go much deeper. 
In the first place, Great Britain, being a socialist 
economy, is not ready to decontrol; without controls 
the British welfare state would have to be given up. 
Yet decontrol is the only way to bring some much 
needed efficiency to British industry. 

Second, London is still a banker for nearly one- 
half of world trade and payments. The establish- 
ment of the EPU would take business away from 
British bankers and, besides, it would release a huge 
amount of sterling now being used to finance inter- 
national trade. Third, the British are loath to give 
up the sterling area — which came into existence in 
1939 — because it has proved a convenient, pro- 
tected market for their goods. 

What they would really like to see is the estab- 
lishment of the EPU as a branch of the sterling 
area. In this way, London’s position as an interna- 
tional banker would be enhanced, and the use of 
sterling as an international payment medium ex- 
tended. Needless to say, this is something that 
Washington is strongly opposed to, because any 
widening of the sterling area would, fundamentally, 
mean the extension of discriminations against U. S. 
exports. 

The most effective way of solving the whole prob- 
lem — and at the same time doing away with the 
sterling area as such — would be a constructive 
reorganization of the British war-created debt, the 
$9 billion of blocked sterling balances, by reieasing 
a part of them to the creditors, and by funding the 
remainder. But that is another story. 


Other Divergencies 
The above examples by no means exhaust the 
growing divergence of viewpoints in Washington 
and London on inter- (Please turn to page 114) 
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ei. the mercury in a thermometer, con- 
fidence in petroleum industry’s prospects is on the 
rise. The season of greatest gasoline consumption is 
approaching again—and motor fuel is this indus- 
try’s “bread and butter.” With a record number of 
automobiles expected to be in service this summer, 
— for gasoline promises to reach an all-time 
peak. 

Likelihood of unprecedented gasoline sales is sig- 
nificant, for it illustrates the oil industry’s’ chief 
source of underlying strength, namely, growth. Few 
major industries now experiencing readjustment to 
normal peacetime conditions can rely on so powerful 
a stabilizing factor to counteract the effects of nar- 
rowing profit margins. In appraising the outlook 
for oil securities, therefore, allowance should be 
made for fundamentals contributing to long-term 
growth. 

While conditions have become more hopeful in re- 
cent weeks, numerous problems remain to be solved 
before it would be fair to say that “all is well” with 
the industry. The most disturbing factor at the mo- 
ment is traced to the threat of overproduction and 
price-cutting. This condition in turn arises from the 
industry’s vigorous effort to satisfy ever-expanding 
consumption requirements. Uncertainty therefore is 
caused by the same growth factor which offers the 
greatest hope for a satisfactory readjustment. Be- 
fore examining in detail several of the industry’s 
major reasons for “viewing with alarm” or for 
“pointing with pride,” it may be well to summarize 
unfavorable as well as reassuring influences. 

As mentioned previously, the threat of overpro- 
duction is the most serious problem confronting the 
industry, for it preserves the fear of price cuts and 
prevents formulation of plans that would be adopted 
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if stability of quotations were assured. The fact 
that proration regulations have reduced domestic 
output by an average of about 750,000 barrels daily, 
for example, poses a problem for those producers 
whose wells are affected. 

The second principal disturbing factor—which in- 
cidentally goes far toward accounting for excessive 
domestic supplies—is enlargement of imports from 
the Middle East in recent years. Despite reduction in 
shipments to this country from South America and 
from other overseas sources, foreign oil continues to 
present a perplexing problem which is unlikely to be 
solved in the near future. 

Closely allied with the import controversy is the 
loss of export markets for American oil in the Brit- 
ish Dominions. Coincident with devaluation of the 
pound sterling, Great Britain took steps six months 
ago to restrict dollar purchases of American petro- 
leum products. This action meant a severe shrinkage 
in foreign outlets for Middle East and Venezuelan 
supplies produced by American oil companies. 

Finally, growing competition from natural gas 
for certain heating oil markets presents another 
problem that 
has not yet be- 9 | t 
come serious j 
but promises to Y ; 
become trou- d : 
blesome in a} 
areas where 
gas utilities are fi 
able to compete , 
effectively with ‘ 
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they give promise of getting better before they be- 
come worse. Hence, there would appear to be reason 
for concluding that they have been reasonably well 
discounted in the market. Possibilities of improve- 
ment will be discussed later. Meantime, let us out- 
line several favorable factors and consider to what 
extent they too have been taken into account in the 
market’s evaluation of oil securities. Following are 
principal sustaining influences: 

(1) High rate of industrial activity — which 
points to strong demand for petroleum products as 
fuel and as lubricants as well as to a favorable trend 
in national income. 

(2) Continued rise in automotive production, af- 
fording a source of enlarged demand for gasoline 
as well as a high level of employment and purchas- 
ing power. 

(8) Extraordinary volume of residential con- 
struction accounting for substantial increase in con- 
sumption of oil and gas for heating. 

(4) Close regulation of production in an attempt 
to keep supplies in balance with demand and to 
avert the threat of price disturbances that would 
imperil earnings. 

(5) Benefits of increased operating efficiency 
gained through elimination of obsolete refineries as 
production curtailments have been effected. 

(6) Relatively low labor factor which affords 
safeguards in current renewal of pressure for in- 
creased wages. 

(7) Slackening in capital expenditures for ex- 
ploration and for modernization of facilities, there- 
by pointing to improvement in working capital and 
affording assurance of dividend stability. 

More important, for the long-term, than any of 
these factors is the competitive advantage petro- 
leum is gaining over solid fuels. The recent coal 
strike demonstrated the extent to which consumers 
had reduced their dependency on bituminous supplies. 
This was particularly noticeable in the case of electric 
utilities not directly adjacent to soft coal areas. 


Utilities Shifting to Fuel Oil 


As an example, Consolidated Edison of New York 
and Public Service Gas & Electric in New Jersey 
turned almost completely to fuel oil. Although the 
rate at which oil and natural gas have expanded 
markets at the expense of coal scarcely can be main- 
tained, nevertheless the shift in recent verrs means 
an important element of growth for petroleum. 

Now what about prospects for this year? Unless 
there should be a serious economic disturbance, con- 
sumption of petroleum products seems likely to in- 
crease moderately following last year’s temporary 
reversal. Such a trend would encourage the hope of 
price stability and maintenance of earnings com- 
paring favorably with 1949 results. This view is 
dependent, of course, on restriction of imports to a 
reasonable level of perhaps about 500,000 barrels 
daily. Crude oil production has been cut back con- 
siderably this year and, for the first six months at 
least, seems likely to fall moderately below 1949 fig- 
ures, but a higher ratio of gasoline output has 
tended to keep supplies in better balance and to 
sustain earning power. 

On basis of current projections, domestic con- 
sumption this year is expected to expand some 3 or 
4 per cent, while gasoline sales may increase as 
much as 8 or 10 per cent. Output in this country 


last year averaged 5,042,000 barrels daily, or 8.6 
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per cent less than in 1948, while imports rose about 
20 per cent to 640,000 barrels a day from 513,000 in 
1948 and early this year had risen to 850,000 barrels 
daily before major producers ordered a cutback. 
Greater refining efficiency found reflection in a 
higher ratio of gasoline production last year. This 
development contributed to a better profit margin 
than otherwise would have been possible. Runs to 
refineries averaged slightly more than 5.3 million 
barrels a day last year, or about 218,000 less than in 
1948, but gasoline yield rose to 43.8 per cent from 
10.4 per cent in the previous year. As a result, gaso- 
line supplies gained 5 per cent, while crude oil proc- 
essed declined 4 per cent. Further progress in this 
direction is projected this year, thereby enabling in- 
tegrated companies to obtain relatively wider mar- 
gins in spite of a further narrowing of the spread 
between crude oil quotations and refined products. 


Reassuring Legislative Outlook 


Although threats of adverse legislation have not 
entirely disappeared, the outlook is reassuring. Ac- 
tion taken by principal factors in the industry to 
reduce imports has softened demands for Govern- 
ment interference, and indications now point to a 
co-operative effort to keep shipments from abroad at 
about 10 per cent of domestic output. This arrange- 
ment is expected to permit of a moderate relaxation 
in proration restrictions without threat to the basic 
price structure. 

Negotiations are proceeding looking toward ad- 
justment of differences between the United States 
and Great Britain over exports so-called “dollar 
oil” to consumers in the sterling bloc, and industry 
observers are hopeful that adverse effects may be 
moderated. American owned producers in the Mid- 
dle East have discussed modification of lease terms 
whereby payments heretofore made in gold dollars 
may be changed in part to British currency. If a 
part of royalties may be paid in sterling, then sales 
to British consumers may be increased, it is believed. 

Thus far American producers in the Middle East 
and in South America have refrained from price- 
cutting in order to recapture markets lost to British 
companies, but if economic pressure becomes bur- 
densome, it may be necessary to endeavor to under- 
sell foreign competitors in overseas markets. Such 
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Comprehensive Statistics Analyzing 











Atlantic Barnsdall Cities Continental Gulf Ohio 
Figures are in millions, except where otherwise stated. Refining Oil Service Oil Oil oil 
CAPITALIZATION: 
Leng Term Debt, Stated Value........................6.......500 $34.5 $37.0 $423.9 $1.4 SISOS meeepsns 
Preferred Stocks, Stated Value ..........................::::eee “7 ere See tee aa. OO a” Sw 
Common Shares Outstanding (000 omitted)................ 2,660 1,704 3,702 4,823 11,345 6,563 
PN IID oo 50s cee ec cegesie coset checaeiescivestserecsetoes $151.0 $48.2 $490.0 $25.8 $473.5 $98.7 
Estimated Proven Reserves (million bbls.) (a).............. 500 210 350 500 1,300 550 
INCOME ACCOUNT: For Fiscal Year Ended........................ 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 
Net Sales or Gross Operating Income............................... 446.4 $37.4 $582.5 $315.2 $969.5 $165.5 
Depletion, Amortization, Ct¢.....................00..scsssseesessseesees ll Oo Sa ee |) re $1.4 
Depreciation, Retirements, etc.........................c0cceeceeeees $5.5 $2.3 $43.7 $12.7 $52.2 $10.0 
intangible Development Costs, Losses on Leases, ete...... $5.3 - |} se $19.2 $46.0 $7.8 
income Taxes .......... fs ag Be Pee Oe CC $5.8 $2.1 $37.8 $10.3 $19.9 $8.5 
Net Available for Interest.. sl rr $76.0 $45.0 tients oa 
interest (Bonds and Long id Debt) a Cl -°) | i Sr seo - |.) |e ee 
Preferred Dividend Requirements.... Bare = isp Seley «6 uae. eae ueacer nn meecee tr UR Nt dng 
Balance for Common. oe ee scale $25.2 $14.8 $55.0 $36.0 $93.4 $33.6 
Operating Margin .......................... Beene sb uasee ee 9.6%, by nc 20.3% 17.0% 29.1% 
RS 2) tet) kt ee 6.1% 39.6% 9.4%, 11.4% 9.5% 20.3% 
Percent Earned on Invested Copital Paice tn gentannees 9.2% 25.6% 16.8%, 15.8% 33.0% 17.4%, 
Earned Per Common Share.......... $9.51 $7.96 $14.87 $7.48 $8.89 $5.13 
Current PCS OF GOmimon:....<..s..<) 2.5.0.5. c6 ks seecscesecsesecescevees $42.00 $51.00 $73.00 $62.00 $63.00 $30.00 
Dividends 1949 $2.00 $3.50 $3.50 $4.00 $3.75 $2.30 
Dividend Yield ...... EROS E LAM wp Ye Te 4.7% 6.8% 4.7% 6.4% 5.9% 7.6% 
Price Earnings Ratio Petey he or eae 4.4 6.4 4.9 8.2 7 5.8 
BALANCE SHEET: Fiscal Year Ended...............ccccccccc00ee- 12/31/49 12/31/49 12/31/49: 12/31/49 12/31/49 12/31/49 
Cash Assets or Equivalent... $26.9 $35.2 $160.1 $37.9 $118.3 $22.3 
TL Ee et CE ae eee $65.0 $2.6 $78.3 $35.2 $146.1 $25.5 
Receivables, Net . $29.0 $5.1 $45.7 $25.1 $83.4 $15.1 
Current Assets .... $121.4 $43.1 $284.2 $98.4 $347.9 $73.0 
Current Liabilities . $66.7 $10.3 $108.7 $41.3 $142.1 $20.9 
Net Current Assets. $54.7 $32.8 $175.5 $57.1 $205.8 $52.1 
Fixed Assets, Net................ $271.8 $43.4 $611.9 $152.6 $693.6 $121.0 
Total Assets ........ $406.0 $87.2 $946.3 $271.2 $1,215.8 $213.5 
Book Value Per Share.. : kivdivatedighnnks $92.47 $33.80 $88.43 $47.00 $73.70 $29.30 
Net Current Asset als Per anus. Soden. " pecrese.” | eee geeeee $11.52 $1.40 $7.96 
Cash Asset Value Per Share...................00.....006cccceeceeeeeees $10.00 $20.71 $43.20 $7.87 $10.35 $4.92 
Estimated Proven Reserves Per Share (million bbls.).... 188 123 95 104 115 84 
II RIOD go Soa ns cces con nsceech ccs ece ws unee esta seccscbeasaenersesocess 1.8 4.1 2.6 2.3 2.4 3.5 
inventories as Percent of Salles..................0....sseccsessscocesss 14.5% 6.8% 13.4%, 11.1% 15.0% 15.4% 
inventories as Percent of Current Assets.......................055 53.5% 6.0% 27.5% 35.6% 42.1% 34.8% 
Depreciation and Depletion as % of Gross Fixed Assets. 4.2% 2.3% 4.5% 3.4% 3.5% _ 3.4% 








(a)—Latest estimates available, exclusive of recent discovery of unstated value. 


{b)—After deducting senior henna 








a policy doubtlessly would have an adverse impact on 
earnings of companies engaged in operations abroad. 

As mentioned earlier, the market appears to have 
taken into consideration most of the unfavorable 
aspects of threatened foreign competition unless the 
British should resist prospective sales of American 
products in sterling countries. But Great Britain’s 
need for American financial assistance under the 
Marshall Plan is expected to lead to mutually satis- 
factory compromise on problems of overseas markets. 

Prospective further growth in natural gas pro- 
duction and distribution this year, although it poses 
a threat to consumption of heating oils in some 
areas, is the brightest factor in the petroleum outlook. 

Gas distribution increased about 12 per cent last 
year with sale of almost 6 trillion cubic feet. Au- 
thorizations were issued for construction of more 
than 7,500 additional miles of pipeline, making pos- 
sible distribution of perhaps 3 billion cubic feet a 
day above 1949 totals. Pending applications await- 
ing approval promise to boost distribution still fur- 
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ther, although not all projects are scheduled for 
approval this year. 

Popularity of natural gas is attributed largely to 
the fact that other fuels have increased 50 per cent 
or more in price since wartime ceilings were re- 
moved, whereas gas has risen little. Hence, for the 
first time this highly desirable fuel from the stand- 
point of eee is competitive in price in many 
markets. 


Regulatory Policies 


Because of Government regulatory policies, this 
competitive advantage seems likely to continue inas- 
much as the Federal Power Commission, having 
jurisdiction over wholesale prices charged by pipe- 
lines, adheres to a cost-basis formula. This policy 
has resulted in allowing some integrated companies 
an equivalent of less than 35 cents a barrel of crude 
oil. Under other circumstances, pipelines have been 
permitted to charge for self-produced gas the equiva- 
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Position of Leading Oil Companies 








Standard Standard “Tide Water 
Phillips Pure Shell Skelly Socony- Oil of Oil of Texas Associated Union 
Petroleum Oil oil Oil Vacuum California indiana Company Oil on 
$111.7 $24.7 $120.6 $14.0 $174.5 $140.2 $286.8 $180.1 $.8 $79.7 
ee $44.2 Seater: ncsueeus auactves aaaeaten Weresies aavieena $17.2 $24.2 
6,048 3,982 13,470 1,306 32,802 14,336 15,284 13,787 6,396 5,266 
$320.6 $71.5 $322.6 $33.5 $665.1 $498.6 $704.6 $524.3 $81.9 $235.6 
750 450 900 225 2,935 3,900 1,000 4,100 508 588 
12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 
$486.4 $263.3 $816.4 $163.5 $1,226.6 $742.5 $1,158.1 $1,077.2 $355.3 $200.3 
SOA ees 7 cere sr: $36.6 Sethe ee 
$26.5 $16.5 $41.2 $13.4 $42.2 $75.7 $43.9 $46.1 $25.0 $24.9 
ot rere OS Si ee $31.1 “ia $32.9 ee 
$16.0 $5.3 $25.3 $5.8 $17.7 $43.1 $31.9 $20.6 $6.7 $2.1 
$47.5 $33.0 $79.4 $26.5 $102.9 $140.8 oo... $137.6 $34.2 $23.1 
$3.0 $.7 $3.0 $.3 $4.6 $3.0 $6.8 SSF vas $1.7 
hesseuse $2.2 MOR sarin sigeaiss Pree dak ae core $.6 $.9 
$44.5 $24.7 $76.4 $26.1 $98.3 $137.8 $102.6 $132.7 $26.8 $19.4 
14.2% 11.9% 15.4% 20.0% 11.4% 24.7% 14.7% 15.3% 9.4% 12.4% 
9.1% 10.0% 9.3% 16.0% 8.0% 18.5% 8.6% 12.3% 7.8% 10.1% 
10.7% 11.0% 18.4% 17.7% 9.0% 15.4% 9.4% 12.8% 11.0% 8.8% 
$7.36 $6.22 $5.67 $20.05 $3.09 $10.10 $6.72 $9.63 $4.20 $3.69 
$64.00 $30.00 $39.00 $110.00 $17.00 $66.00 $48.00 $66.00 $25.00 $26.00 
$3.00 $2.00 $3.00 (¢) $5.00 $1.10 (¢) $4.00 $2.00 (c) $3.75 $1.60 $2.37 
4.7% 6.6% 7.6% 4.5% 6.3% 6.0% 4.1% 5.6% 6.4% 9.1% 
8.7 4.8 6.9 5.5 5.5 6.5 7.1 6.8 5.9 7.0 
12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 
$51.5 $26.9 $73.0 $10.9 $81.2 $167.9 $148.3 $153.7 $19.5 $32.1 
$64.3 $39.1 $112.5 $17.7 $248.1 $93.4 $176.3 $198.8 $56.5 $29.3 
$39.6 $18.3 $66.9 $11.6 $112.3 $80.0 $84.4 $90.8 $23.1 $25.3 
$155.6 $84.5 $255.4 $40.4 $441.9 $341.4 $409.2 $443.5 $99.3 $86.7 
$68.3 $26.2 $109.0 $20.6 $156.6 $103.6 $145.0 $122.3 $36.4 $28.0 
$87.3 $58.3 $146.4 $19.8 $285.3 $237.8 $264.2 $321.2 $62.9 $58.7 
$429.9 $196.0 $343.9 $140.4 $771.3 $772.7 $1,022.4 $742.0 $176.3 $249.3 
$607.2 $289.2 $643.5 $182.9 $1,472.3 $1,157.7 $1,550.8 $1,368.1 $295.1 $347.5 
$60.87 $46.16 $30.72 $113.15 $33.10 $62.23 $70.80 $74.73 $36.25 $40.60 
Mee aasessees $1.90 $4.44 $3.34 $6.80 ome $12.40 $6.90 ceeeaate 
$8.52 $6.73 $5.42 $8.41 $2.51 $11.70 $9.70 $11.10 $3.05 $6.09 
120 110 67 210 89 290 62 295 79 110 
an 3.2 2.3 2.0 2.8 3.2 y PY 3.6 2.7 3.3 
13.2% 14.8% 13.7% 10.8% 22.3% 12.6% 15.2% 18.4% 15.9% 14.6% 
41.4% 46.2% 44.0% 43.8% 56.1% 27.3% 43.0% 44.8% 56.9%, 33.7% 
4.6% 45% «4.6% 5.2% 5.5% SAG 9% 4.3% 5.0% 4.9% 


(c)—Plus stock. 
(e) —Subsidiary obligations. 

















lent of less than 14 cents a barrel of crude oil. It is 
estimated that one cent a thousand cubic feet of gas 
is roughly equivalent to 7 cents a barrel for crude oil. 

Although the price of natural gas to the consumer 
in populous Atlantic Seaboard areas has not yet en- 
croached on the market for heating oils, it threatens 
to exert a retarding influence in the development of 
new markets. For whereas a consumer may hesitate 
to shift from oil to gas because of the expense. in- 
volved, new installations may be favored for gas 
consumption in homes where convenience is as im- 
portant a factor as cost. 

In this connection, it is interesting to note fore- 
casts of a recognized oil economist, A. J. McIntosh, 
who recently predicted that the growth of natural 
gas readily may hold back a potential 10 per cent 
expansion to as little as one per cent in the next 
three years. 

Expansion of natural gas, of course, is likely to 
prove a handicap to operations of oil companies only 
if prices are governed by Federal regulation at the 
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well. If producers are permitted to charge what the 
law of supply and demand establishes as reasonable, 
quotations may fall in line with refined products— 
especially if industrial requirements for natural gas 
expand and provide a market for excessive produc- 
tion. Use of natural gas in chemicals, for example, 
is steadily enlarging and promises to become in- 
creasingly important as an outlet for abundant sup- 
plies unpledged to pipelines. 


Conversion of Natural Gas to Gasoline 


Progress is being made in processes for convert- 
ing natural gas to gasoline on a commercial scale. 
Success in this enterprise would provide another 
substantial outlet for gas that otherwise might press 
for sale as residential fuel unless independent pro- 
ducers are legally permitted to regulate prices of 
their product. 

Although in a discussion of securities such as this, 
it is more difficult to (Please turn to page 117) 
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Research and Diversification are 
the Secrets of the Chemical In- 
dustry’s Astounding Growth 


The CHEMICAL Industry 


—A STUDY OF COMPANY DIVERSIFICATION 


By STANLEY DEVLIN 


hl; he giant chemical industry seems to have 
fully regained its stride towards an ever-widening 
horizon, following a year of readjustments in com- 
mon with other segments of the economy. Last 
year’s period of temporarily slackened demand for 
industrial chemicals was brief and the recovery that 
followed raised over-all production by the end of the 
year to a level close to record peaks established a 
year earlier. Moreover, there is evidence that first 
quarter reports for 1950 will show sales and earnings 
of the leading chemical manufacturers in a con- 
tinued satisfactory uptrend that should be sustained 
at least over the nearer term and possibly through- 
out the year. 

The transcendent importance attained by chemi- 
cal manufacturers in supplying producers with 
essential materials for making or processing 
practically everything consumers need in our highly 
developed civilization has stimulated unprecedented 
growth for the group that has far from reached 
maturity. According to the De- 
partment of Commerce, season- 
ally adjusted sales by makers of 
chemicals and allied products in 
1949 totalled $13.8 billion. To be 
sure, last year’s dollar volume 
was about 5.5% below 1948, but 
considering that the index of 
wholesale prices dropped last 
year about 12%, it is clear that 
unit sales advanced encourag- 
ingly. The same applies to oper- 
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ations confined to industrial 
chemicals alone, although in 
lesser degree; the price index of 
this division declined about 9%. 

In view of radically curtailed 
production last year by numer- 
ous industries normally substan- 
tial users of chemicals, such as 
the textile group and many man- 
ufacturers affected by the coal and steel strikes as 
well as by internal work interruptions, it is signifi- 
cant that the chemical industry made such relatively 
good progress in a difficult year. While varying earn- 
ings trends developed among individual concerns 
in 1949, it is significant that of seventeen companies 
listed on our appended table, more than half were 
able to report an improvement over the previous 
year. Of the minority that fared less well, several 
have probably now reversed the downtrend and are 
on the way to establish new highs, leaving only a 
few specialists whose progress for a time may be 
restricted. 

The inherent complexity of the chemical indus- 
try and the breadth of markets it serves, furnishes 
an advantage for the larger and better integrated 
concerns producing hundreds of different items. 
Generally speaking, these strongly entrenched firms 
proved their ability to hold their own or forge ahead 
last year rather better than some of their competi- 
tors. When demand for one 
product slackens, increased sales 
of another can take up the lag 
where output is highly diverse. 
Also, inorganic chemicals, such 
as sulphuric acid, chlorines, al- 
kalies, soda ash, nitric acid and 
salts experience a continuous de 
mand commensurate with gen- 
eral economic activity and 
growth, thus supplying a firm 
foundation for the business. 
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In contrast to earlier years, however, when chemi- 
cal manufacturers relied heavily on sales of inor- 
ganics for their profits, a vast development of syn- 
thetic organic chemicals has radically broadened 
their earnings potentials. These latter items are 
derived from farm products, petroleum, natural gas 
and coal in an infinite variety of compounds and by 
different processes to form a long list of new ma- 
terials that compete with fibers, wood, metals, 
solvents, lubricants, soap, medicinals, etc. formerly 
considered supreme in their fields. 

Production of organic chemicals has expanded 
more than tenfold in the last three decades and 
those of their manufacturers leading the procession 
have greatly stabilized their operations and ex- 
panded their earnings in the process. An increasing 
stream of new products flowing from the research 
laboratories promises to supply manufacturers of 
consumer goods with materials that tend to raise 
quality while also reducing costs. 


Varying Supply-Demand Factors 


While supply and demand factors for the endless 
forms of chemicals still vary considerably, the out- 
look is especially favorable for producers of syn- 
thetic fibers such as nylon and Orlon. A wide range 
of concerns manufacturing fabrics and apparel as 
well as hard goods is continually developing new 
uses for these fibers. It is in the field of plastics, 
though, that the horizon for demand seems brightest. 
Many makers of radio and television cabinets, re- 
frigerator parts, telephone sets, toys, dishes, lamps 
and home appliances have now turned to plastics as 
basic materials. Hence such chemicals as polysty- 
rene, vinyls and polyethylene continue in urgent de- 
mand, since they are prime essentials in plastic 
manufacture. y 

There are three main types of plastics—the syn- 
thetic resins, protein substances and cellulose com- 
pounds. All are employed to make innumerable 
finished products, or as a base for paints and var- 
nishes and as laminating binders for cloth, paper 
and wood. The synthetic resins are of two main 
kinds, those of coal tar origin and those with an 
alkyd base formed by combining organic acids with 
glycerin. Among leading producers of the phenolic 
or coal tar resins are Union Carbide, Catalin and 
Monsanto, while such concerns as du Pont, Ameri- 
can Cyanamid, Hercules Powder and U. S. Industrial 
Chemicals produce large quantities of synthetic 
alkyd resins. 


Widening Market for Non-Coal Tar Resins 


The non-coal tar resins have gained strikingly in 
popularity and created a great upsurge in demand 
for their basic essentials such as polystyrene, vinyls, 
and ureas. The markets for these resins are expand- 
ing rapidly among manufacturers of safety glass, 
textiles, paper, tableware, luggage, millinery, shoes, 
hosiery and a long list of other consumer goods. 
Their potentials for expanding demand appear al- 
most limitless. Union Carbide was the pioneer in 
production of vinyls, followed by Dow Chemical, du 
Pont, Monsanto and others, and most of these large 
concerns have a substantial output of polystyrene 
and ureas as well. Competition is becoming increas- 
ingly strong in some of the newer synthetic resins 
from cellulose acetate, for the recent development 
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of molding powders made from this material has 
opened up a very promising field. Eastman Kodak 
Company, Hercules Powder Company, Monsanto 
and Celanese Corporation are prominent as manu- 
facturers of the material. 

On the whole, plastics have so completely estab- 
lished themselves in the industrial world and so 
many new ones are emerging from the laboratories, 
that their use in near term years should outstrip the 
growth of general business. In considerable degree 
this would also apply to the synthetic fibers we have 
discussed, because the same components can be 
utilized as with plastics. While the outlook for both 
of these items has so much promise that the big 
chemical concerns are facing intense competition 
from the chemical divisions in the rubber, petro- 
leum, corn products, metals, electric and even auto- 
mobile industries, the field is so boundless that there 
will probably be room for all. 

Few of our readers may realize what a major role 
the petroleum industry is playing in expanding the 
markets for chemicals. From oil and natural gas are 
derived practically all of the components of coal 
tars, not to mention an increasing list of other syn- 
thetic chemicals. For years past, carbon blacks have 
been produced from natural gas, but more recently 
the development of synthetic alcohol from an oil 
base has made big inroads into markets that for- 
merly used alcohol made from fermented vegetable 
materials. 

Such important items as acetic acid, acetylene, 
glycerine, anhydrous and butyl ammonia, alcohol 
and any number of solvents are now derived from 
petroleum. Many of the large oil concerns, such as 
Stanolind, Phillips, Shell, Texas Oil and Cities Serv- 
ice, are spending millions in petroleum research and 
for construction of huge chemical plants: in the 
Texas area alone, more than $250 million has been 
spent on these projects in postwar. 


Fermented vs. Synthetic Alcohol 


Some manufacturers such as U.S. Industrial Alco- 
hol and Commercial Solvents, both of which are large 
producers of fermented alcohol, feel the impact of 
competition from synthetic alcohols, but others such 
as du Pont and Monsanto that are important fer- 
mentation producers, use most of their output in their 
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Comprehensive Statistics Analyzing 











Allied 

Air Chemical American Atlas Columbian Commercial 
Figures are in million dollars, except where otherwise stated. Reduction & Dye Cyanamid Powder Carbon Solvents 
CAPITALIZATION: Pree | 
Rong Teri Debt, Stated Valuo.............0....c.c0scs00scececcsocascsesenssecee $28.5 rassoees <6 RS ee 
Pe a IN ID so snicniccscc ccc cc cedcekccccebiceecsecebeesses  Reawsees dw $36.8 Oe ees: ues 
Common Shares (000 omitted) .....................00cccccsceeeceeeeeeeaennees 2,736 2,214 2,798 261 1,612 2,636 
ie ee NNN 255.05 5 cc css cent cecotyevacbacuessescunsoseceosoasaasodarssodnnas $56.4 $12.0 $122.3 $15.5 $21.8 $6.6 
INCOME ACCOUNT: For Fiscal Year Ended........................0..:005 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 
ND oak ch ccuncbcesurcsarcencossnstarbesebarn cpeassmehscshesboeensessepenssadeeses $89.5 $363.7 $237.7 $34.6 $38.6 $33.3 
Depreciation, Depletion, Amortization, etc.......................:00000 $4.2 $12.5 $10.7 $1.0 $3.0 $1.2 
ee RR Per Sg Re yt Mere Oy oa Ste Re rer CNR Ok ane ery pre errr aero mmr ee $4.1 $8.3 $9.6 $.7 $2.5 $1.5 
Rae ND RF IRON oo ois cisco saeshisscsensa cesth te bss ceeccwtsces eee SUBS  — ——adaaseee ee Be he wh. arenas 
Interest (Bonds and Long Term Deb?).....................0:: ce eeeeeeeeees Be lleatess ete 5 ees °  ® atesneeees 
Preferred Dividend Requirements.......................::cccccccesseeeeeeees 0 cenneeee tae $1.3 ee he ed fT ha 
Bal ee NII 53s. susaius sa scashenacessses snack stbedenconasassoemsosuse $6.1 $41.6 $14.7 $1.3 $5.9 $3.3 
eM MRRIINIINDD 3 5551.5 5c cu csnts vs cstneaspecses exbunuceus pronvlsssineenstasasess 12.1% 16.7% 14.8% 6.7% 16.7% 11.1% 
er NI IUD 55 Ju 2> 20555 30cbu neannss roe tsesps consdesno-toraetbsi>meaceses scons 6.9% 11.4% 6.7% 4.5% 15.3% 10.0% 
Percent Earned on Invested Capital..........................:cccseeceeeees 11.4% 15.4% 12.9% 5.9% 13.4% 10.3% 
Bernd Por Goninon Bow... ..-.5...<255000600ckecsseseccesscsenceasesesores $2.26 $16.78 $5.28 $5.03 $3.69 $1.28 
ae I RE IID 5505 cc sblk onsen scenendtn<caouctanssectuacstcesese’ $22.00 $217.00 $57.00 $52.00 $34.00 $16.00 
Ee ar ae a TC RT $1.00 $10.00 $2.00 $2.50 $2.00 $1.50 
NEN III 5 cotp-cansirnuchissessisbasoevaccbansciavesdesvapesasanchepansbnennseens 4.5% 4.6% 3.5% 4.8% 5.9% 9.3% 
ND 206555 obt caaccegtesokanssa-nnacbbisenestesushiguskabesssaups 9.7 12.9 10.8 10.3 9.2 12.5 
BALANCE SHEET: Fiscal Year Ended........................:c0scecceeeesee es 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 =: 12/31/49 
Cash Assets or Equivalent....................... istics dsasibenene seebeoneseEaeee $21.4 $98.0 $43.5 $4.7 $6.2 $4.6 
Se eee ee er ore Pry mae a $12.6 $35.6 $46.0 $5.5 $6.7 $8.7 
SARI 95 552.0055 dae aosc cee citaob se akoce tensile saa enon caaesennassbieee $9.5 $27.2 $22.8 $3.8 $3.7 $3.6 
eee MR MINEN yok. p ccs ers bis stseicie veedscaceist alee Weenies $43.7 $161.0 $112.4 $14.1 $17.6 $17.0 
a NE os Suen crsuiasensuanevnchsobasaenabncwapepecbeabesspeasheens< $11.1 $42.0 $39.2 $2.7 $4.5 $3.5 
aoe ee ee ee ER ATER Oy ORE Ee TT ere eT TT $32.6 $119.0 $73.2 $11.4 $13.1 $13.5 
a RIN oso Susekscssubecopavnnsbennsd dob su phecceis Sughusxbwacapsanpeses $45.4 $149.8 $93.9 $11.1 $31.8 $17.8 
RI I i Sessa cae ah eerie nidy ns Sava nsabheacomuamsenimuntys $96.2 $620.5 $224.1 $30.3 $51.7 $38.6 
cee er ane NNN i555 5s ose wn ceca ds sap sansa ence saanseh ones $20.45 $133.31 $31.30 $76.62 $27.46 $12.38 
Net Current Asset Value Per Share(a)....................0.:00cccseeeee es $1.50 + yf ae $17.48 $8.12 $5.12 
eed AOE WD POT BONO. «oo ocsisesesssccceseseccscccnscscssnndocascnsescdosss $7.87 $44.26 $15.56 $18.13 $3.89 $1.77 
aR URINE ata Phy couse sh caps uysbv anaes si aaaencpaiuanbosancsbose 3.9 3.8 3.0 5.2 3.9 4.8 
ems OL II Sock os osocs suciscucesnp een snsasienre sb bevswcsneeeseeecs 14.1% 9.7% 19.0% 15.9% 17.3% 26.2% 
inventories, % of Current Assets....................:cccceeeeceeeeaneeenees 28.9% 22.1% 40.9% 30.9% 38.0% 51.1% 
Depreciation and Depletion, % of Gross Fixed Assets.............. 4.6% 3.0% 6.1% 4.5% 4.1% 3.8% 





*—Adjustments made for stock-splits. 








own operations. By and large, the chemical industry 
is immensely benefitting from the enlarged and lower 
costs of essential materials now furnished to them by 
the petroleum industry and sees in this source the 
most hopeful potentials for its future growth. The 
greatly increased amount of acetic acid now furnished 
by the oil operators, for example, has in no small man- 
ner accounted for the spectacularly lifted output of 
materials needed for plastics manufacture. 
Production of sulphuric acid, the most widely used 
of all inorganic chemicals, was slightly lower in 1949 
than in the previous year, but this was mainly due to 
the mid-year slump in general industrial activities. 
Although demand picked up smartly in the fall, it did 
not fully offset the earlier decline. Nearly all the major 
chemical companies produce sulphuric acid, and the 
supply is substantially increased by a number of the 
fertilizer manufacturers. Phosphoric acid, used in 
making phosphates for the food industry, for water 
treatment and in soap manufacture, was produced in 
record amounts last year, extending a sharp uptrend 
established in postwar: the 1949 tonnage of about 1.3 
million tons compared with a prewar annual output 
of around only 77,000 tons. Monsanto Chemical and 
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Victor Chemical are dominant factors in production 
of this acid. 

Above-average demand for chlorine last year lifted 
production to 1.76 million tons from 1.62 million in the 
preceding year. Manufacturers of industrial solvents 
and aerosol gases needed increased quantities of chlor- 
ines to keep up with their orders. Since this material 
is produced mainly by electrolysis of brine, with 
caustic soda as a co-product, production of the latter 
ingredient was also stepped up despite a slump in de- 
mand from the textile industry, thus exerting some 
pressure on prices due to over-supply. 


Stabilization Through Diversification 


Demand for soda ash, used chiefly in the manufac- 
ture of certain chemicals, aluminum, textiles, glass 
and soap fell off in the middle of last year, but since 
then a substantial recovery has set in. We cite these 
cross currents to show how chemical concerns making 
numerous different items such as the foregoing man- 
age to stabilize their operations through diverse out- 
put. This is especially true of producers of chlorines, 
soda ash and caustic soda ash, such as Dow Chemical, 
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ng Position of Leading Chemical Companies* 
— International Union 
Davison Dow Hercules Min. & Mathi M to Pennsylvania Carbide & United Victor 
” Chemical Chemical DuPont Powder Chemical Chemical Chemical Salt Carbon Carbon Chemical 
$4.1 ee are $13.0 $20.0 $30.4 $5.5 $150.0 $.3 $.1 
eas $70.1 $268.8 $9.6 $9.8 $2.3 $33.0 $4.3 wets ane $9.6 
514 5,126 44,833 2,696 770 1,313 4,276 767 28,806 795 767 
$4.6 $215.4 $491.0 $25.1 $26.8 $47.2 $85.8 $17.4 $346.9 $12.3 $13.9 
6/30/49 5/31/49 = 12/31/49 12/31/49 = 6/30/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 
“ $37.3 $200.3. $1,031.9 = $120.9 $53.3 $54.0 $165.9 $33.1 $585.7 $21.5 $29.4 
$1.1 $18.7 $72.4 $6.3 $2.6 $4.0 $9.1 $2.0 $27.4 $2.7 $1.2 
$1.3 $15.8 $116.7 $6.7 $2.0 $3.9 $10.8 $1.7 $53.6 $.9 $2.0 
$4.1 Rt aa ee $8.5 $11.0 aaah $5.2 $150.0 $5.0 mm) 
$.1 Se aa $.4 ae oa $4.0 ie 
sik $2.5 $11.0 $.4 $.4 $.1 $1.2 $.1 ansles Sau $.3 
$2.2 $22.7 $202.5 $9.5 $5.0 $6.8 $15.9 $2.5 $92.2 $2.8 $2.5 
. 11.3% 21.1% 23.7% 13.5% 14.8% 22.2% 17.1% 11.8% 25.7% 23.3% 16.7% 
- 6.1% 12.6% 20.7% 8.2% 10.1% 12.1% 10.3% 8.1% 15.7% 13.2% 9.7% 
» 11.3% 13.2% 19.0% 15.6% 12.4% 13.5% 13.6% 9.7% 19.3% 11.1% 13.0% 
t $4.43 $4.44 $4.52 $3.58 $6.36 $5.14 $3.74 $3.30 $3.20 $3.60 $3.35 
, $22.00 $63.00 $69.00 $52.00 $33.00 $52.00 $59.00 $44.00 $44.00 $38.00 $47.00 
$1.50 $1.30 $3.40 $2.60 $2.00 $2.12 $2.00 $1.80 $2.00 $2.00 $2.00 
. 6.8% 2.0% 4.8% 5.0% 6.0% 4.1% 3.5% 4.0% 4.5% 5.2% 4.2% 
, 4.9 14.2 15.2 14.5 5.2 10.1 15.7 13.3 13.7 10.5 14.0 
6/30/49 = 5/31/49 12/31/49 12/31/49 6/30/49 12/31/49 12/31/49 12/31/49: 12/31/49 12/31/49 12/31/49 
ad $5.2 $16.7 $233.9 $25.7 $6.0 $9.2 $26.2 $5.1 $142.8 $5.3 $4.3 
$4.0 $43.1 $139.3 $16.2 $9.9 $9.5 $29.2 $7.0 $127.0 $3.4 $4.9 
$2.9 $24.5 $71.2 $9.8 $2.7 $5.6 $17.6 $3.6 $65.7 $1.9 $2.1 
$12.6 $84.4 $449.8 $51.9 $18.7 $24.4 $73.1 $15.7 $335.6 $10.8 $11.4 
$2.4 $34.7 $88.3 $13.1 $3.3 $7.8 $13.1 $4.5 $111.6 $3.0 $2.0 
$10.2 $49.7 $361.5 $38.8 $15.4 $16.6 $60.0 $11.2 $224.0 $7.8 $9.4 
$13.5 $199.4 $422.3 $36.8 $39.9 $53.1 $100.1 $21.9 $373.6 $18.0 $13.2 
$26.6 $294.3 $1,748.6 $89.2 $59.8 $125.6 $180.4 $38.8 $744.3 $30.6 $25.5 
, $38.86 $23.30 $18.90 $20.10 $43.75 $37.40 $21.80 $30.40 $16.75 $32.40 $16.20 
. re $2.07 tas 9 Staten eee: $1.80 $2.55 ee 
: $10.10 $3.25 $5.20 $9.55 $7.83 $7.05 $6.12 $6.75 $4.25 $6.75 $5.70 
5.2 2.4 5.1 3.9 5.6 3.1 5.5 3.5 3.0 3.5 5.7 
‘ 10.9% 21.4% 13.5% 13.4% 18.6% 17.6% 17.6% 21.1% 21.8% 16.4% 16.8% 
» 32.1% 51.1% 30.9% 31.3% 53.0% 38.9% 40.0% 44.4%, 37.8% 32.6% 43.3% 
: 5.1% 7.0% 8.3% 7.1% 4.4% 4.1% 5.9% 4.7% 3.5% 5.3% 6.6%, 
ae (a)—After deducting senior obligations. 
™ Monsanto, du Pont, Pennsylvania Salt, Hooker Elec- produce consumer goods as well as their ingredients, 
tro-chemical and Food Machinery and Chemieal. or to exploit markets formerly beyond their range. 
ted A two-month strike at Carlsbad, New Mexico, that ; Take American Cyanamid Company, for example. 
he reduced production of potash by 300,000 tons, created lhis concern has gone strongly for the production of 
ered a serious shortage for the fertilizer industry, now en- antibiotic remedies, and has successfully introduced 
me tering its most active season. Some relief may come Auremycin, one of the most promising of the new- 
“ial from arrival of a substantial potash tonnage from comers. Earnings from this product, combined with 
th foreign ports and the supply should expand now that rising profits from the company’s broadly diversified 
a work has been resumed in the domestic mines. The output, may push 1950 net to new peaks. Even in a 
i moderate downtrend in farm income has also contrib- difficult period like 1949, the company established net 
wd uted to current handicaps experienced by fertilizer earnings of $5.28 per share compared with $3.84 in 
manufacturers, among which American Agriculture 1948, and despite fluctuating prices managed to main- 
Chemical is a leading factor. tain an operating margin of 14.8%. American 
On the other hand, the increased supplies of nitro- Cyanamid has liberalized its dividend policies twice 
gen compounds, sulfates and any hydrous ammonia _ inthe recent past in reflection of its vigorous progress. 
- enhance the operating potentials of this division of the 
ee industry. Additionally, the farmers are fast learning Allied Chemical & Dye Corporation 
mee that by closer plantings and the use of more fertilizers 
ve they can raise large crops despite Federal acreage re- Allied Chemical, a leading producer of heavy chemi- 
ing strictions. cals, had an exceptionally prosperous year in 1949, as 
on Chemical manufacture has expanded so broadly shown by earnings of $16.78 per share compared with 
a that currently it has far outstripped the boundaries $14.35 the year before, consequently advancing the 
os of a single industry, and even the larger Specialists dividend rate and by payment of a generous year-end 
am in the field in some cases are finding it profitable to raising total dividends for (Please turn to page 110) 
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\ 


SELECTED BY OUR STAFF 


a much doubt, an increasing flow of 
investment funds into sound equities for long term 
retention rather than for short term appreciation 
accounts in no small manner for the current strong 
stock market. So many inquiries have reached us 
for stocks that might be appropriate for such a pro- 
gram that our research department has been active 
in searching for issues in this category for timely 
inclusion in conservative portfolios. 

Issues of the type most desirable for long range 
appreciation, while at the same time assuring stable 
and satisfactory yield, are not always easy to select. 
This is especially true under present conditions when 
many corporations are still riding high on a boom 
wave, over the permanency of which there is a great 
deal of uncertainty. In the circumstances, it is essen- 
tial to pick strong and ably managed enterprises in 
industries less likely to feel the impact of future 
recessionary periods, yet equally assured of con- 
tinued growth in more active years. Upon careful 
analysis we have selected at this time four stocks 
that appear to measure up in this respect. 

Good quality common stocks of the kind we have 
selected are widely sought by institutions, pension 
and trust funds, where stable income is a tran- 
scendent factor, while offering the promise of an 
increasing return over the longer term. In periods 
of general stock market declines, equities of this 
type are apt to display less volatility because of 
their inherent merits and a relatively steady demand 
from conservative long range buyers. 

On the other hand, their appreciation potentials 
are favorable in general market uptrends, and over 
a period of years are certain to reflect a presumptive 
expansion in earnings and in dividend income. While 
current yields on stocks of this quality are often 
somewhat more moderate compared with those more 
incisively affected by cyclical influences, the average 
long term return should prove very satisfactory and 
the receipt of regular payments should count heavily. 

Manufacturers of moderately priced paper tissues, 
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towels and napkins for a long 
time past have made signifi- 
cant inroads into markets for- 
merly reliant on items made 
of woven materials. As an 
outstanding representative of 


this vigorous industry, we 
have selected Scott Paper 
Company, now 


experiencing the 

most dynamic 
- growth for many 

decades. 

The develop- 
ment of diesel- 
powered equip- 
ment has steadily 
revolutionized 
farming opera- 
tions, road build- 
ing, and the pro- 
duction of mili- 

tary equipment, especially due 
to its application to track-type 
crawlers. As a pioneer manu- 
facturer in this field, Cater- 
pillar Tractor Company has 
established an enviable rec- 
ord and the company’s excel- 
lent future prospects lend at- 
traction to its shares at this time. 

In both good times and lean, consumers place 
dairy products at the top of their daily require- 
ments, due to their high nutritional qualities and 
relatively low cost. In the last twenty-five years, a 
few farsighted concerns have strongly established 
themselves as processors of dairy products on a vast 
scale, to the benefit of both consumers and their own 
stockholders. Among these larger firms, National 
Dairy Products has forged ahead in an impressive 
manner and well proven its ability to pay steady 
and liberal dividends. The company’s record speaks 
for itself. Substantial outlays to assure economical 
operations enhance future earnings and dividends 
prospects. 

The largest producer of flat, plate and laminated 
glass, Libbey-Owens-Ford Glass Company, supplies 
products in essential demand by the dynamic build- 
ing and automobile industries that are the backbone 
of our entire economy. Additionally, the company is 
an important producer of plastics. In practically 
every respect, the shares of this concern qualify for 
inclusion in our study. Product diversification tends 
to stabilize operations as well as to enhance growth 
potentials, while a fine record attests to good manage- 
ment. Strong finances further create confidence for 
investors. 

On the following pages we present statistical data 
and brief comments that support our reasons for 
selecting the four equities cited in the foregoing. 
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. CATERPILLAR TRACTOR CTR — F T LIBBEY-OWENS-FORD GLASS LOF T 
7 : sali T ; SSihidenctcaseainc ; ; 
2 | : | Sea | Adjusted = — E ct NE a ae ‘mca {_=—}- ——} J Adjusted J 
Fi a ; Diesel Tractors ~ pois —_ I 59 |E= : }_———_ —_| —_—_ I Price Range 5 
a a - 1935 = : 29 - 1935 —] 
r- i ——}— : (SES Gieen 90 | Sarees sence ae SC Bee Se SC SCT SCR STE ain 7 == 
le —— _- - 0 Low =< 1/8 ' - ; Low -3% — 
= f 
in. zee : : 
t F Long Term Debt: $20,000,000 : j ies 2 
y Fisns. $4.20 Pfd: 250,000 - $100 par tt — =r oe 
ve FiSns. Common: 3,764,480 - no par imauan : Le : 
Fiscal Year: Lec. 31 - yf : a re 
21 = me Soma en | cea a aoa] 
w f= it = 
rua Hi —7— rt} —1- a 
1e —— f =) = 
e ‘exe Seaman wo oe ota t +t th — 
— = ae 
1y ht nit: = 
“tS {h —H I ae | = ; a es - 
4 4 .d 
- al D Tit : a + Funded Debt: None 4 } See 
A 1 eth Fer aa ana I aA + | —|Shs. Common: 2,552, ie - no par- ce REE ERR OAT IES! 
2 eT it I 15 t —Fiscal Year: Dec. _ — see 
p- | - 
ly THOUSANDS OF SHARES —|—-—}— = to ~ —} THOUSANDS OF SHARES —} == 
ey : T T i i 
2d ro : aay T si a ia #2 t 
, ; + it —t Sn TEES af ++ 
a- ——. a 
“a 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 1939 1940 1 | 1945 | 1946 | 1947 | 1948 | 1949 | 1950 
2.08 | 2.07 | 1.86 | 2.18 | 2.03 | 1.73 | 1.62 |2.64 | 3.66 | 4.89 fn ["3.21 3.97 [3.52 | 74 [1.55 [2.88 [1.24 [2.47 [4.38 | 5.66 [67.75 | pam 
O- 4 1.00_| 1.00 1.00 1.00 | 1.00 1.25 1.50 | 1.50 1.50 1.75 ow. |) 2.75 3.50 3.50 |1.00 | 1.50 [2.00 {1.00 Te 25 13.00 13.50 | 5.75 ow. 
li- 126.4 [28.0 | 31.3 | 37.2 | 42.6 | 52.1 | 62.9 | 52.7 | 54.2 | 69.1 [mec sui} 13.2 | 14.5 | 13.0 [14.7 | 17.8 [19.9 | 20.7 | 21.8 [21.3 | 23.9 | 29.7 wea@sm 
ue 
pe CATERPILLAR TRACTOR COMPANY LIBBEY-OWENS-FORD GLASS COMPANY 
u- BUSINESS: The dominant manufacturer of track-type tractors, earth-moving es er ” — — of igs oo — 
Y- equipment and road machinery. The company also produces diesel engines yo se salts wigan _ 2 neo a ong = ny ae 
as for industrial, marine and diesel-electric sets. Ce ee Se re Se a eee re eee 
automobile concerns and to the building trade. Production of plastics is 
C- OUTLOOK: This company’s prominence through many years in the devel- _ also considerable. 
a]- opment of track-type tractors has won for its products an international OUTLOOK: Prospects for continued high level building activities and 
it. reputation that foreshadows continued marked growth. This diesel powered assured record production of automobiles through mid-year, at least, 
equipment, together with a complete line of bulldozers, scrapers, and brighten the outlook for this well entrenched concern. Construction of homes 
: related road building machinery, should remain in heavy demand because __ with increased areas of glass is becoming very popular and in the foresee- 
Ce of worldwide emphasis on road construction and land reclamation. The able future should create above average demand for window glass. Well 
te- outlook is similarly bright for sales of track-type tractors to haul agricultural maintained building of hospitals, schools and apartment houses using 
nd equipment and in connection with all kinds of industrial activities. How insulating glass for windows and walls is also a prospect that should 
a strongly Caterpillar is entrenched in both domestic and foreign markets is benefit sales of Libbey - Owens - Ford's famous Thermopane. As 
; 1 shown by record sales of $254.8 million in 1949, of which about 30% the principal supplier of safety plate glass to the great automotive 
ec represented foreign business despite currency devaluations. From an oper- _ industry, the company is enjoying a record demand that may diminish only 
ist ating angle the company stands to benefit from completion of a postwar moderately in the second half year. Special demand for mirrors in tele- 
wn expansion and modernization program involving $59 million. These im- vision sets is benefitting sales of these items. Scores of industries continue 
al provements have enabled Caterpillar to greatly broaden its lines, expand _to purchase plastic and resin products from the long established Plaskon 
we output and to operate with increasing economies. At the beginning of division that is continually developing new chemical products. The outlook 
, 1950, peak working capital of $69.1 million and a current ratio of 3.7 for stable volume by Libbey-Owens-Ford is further improved by the fact 
dy indicate a healthy financial status, further improved by retirement of $21 that its prices for glass have risen only 31% since 1930, despite a much 
ks million funded debt last year through sale of $25 million 4.20% preferred higher rise in wage and materials costs. Use of larger and modernized 
ra] stock. This leaves outstanding only $20 million of term indebtedness. The facilities last year made possible record sales of $134.2 million and net 
‘an management reports that prices for its products will likely continue stable earnings of $8.20 per share and should continue to be an advantage. Sales 
in the current year. in the first quarter of 1950 were at a peak level, while net earnings of 
? ree : 2.82 per share compared with $1.52 in the related 1949 quarter. 
ed DIVIDENDS: Stockholders have received dividends regularly since 1925, $ P P $ — P 
/ ; ; : DIVIDENDS: In the last 17 years, payments have been made without inter- 
A with payments totalling $1.75 per share last year (adjusted for 2-1 stock : : nace : ; 
1es ee! ° ce... Saks ° s ruption, with total distributions of $5.75 a share in 1949 at a record high 
split in 1949). Room for increased liberality is indicated if earnings con- 
ld- finue near 1949 rate of $4.89 per share level. In March, the quarterly payment was $1 a share versus 75 cents a 
ne ; year earlier. In December a payment of $3.50 per share was made. 
ig MARKET ACTION: Recent price—367 is the high for 1950 and compares MARKET ACTION: Recent price—69!/2, high for 1949-50 and comparing 
il with a 1949-50 range of high—37!/g, low—26!/g. The current yield is 5'!2%. with a low of 35. Based on 1949 dividends, the current yield is 8.4%. 
lly 
“a COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
1as 
r December 31, December 31, 
vth 1940 1949 Change 1940 1949 Change 
ge- ASSETS (000 omitted) ASSETS (000 omitted) 
for Cash Saves aanuanten iccmpeshonesanunes nh $ 6,694 $ 12,953 +$ 6,259 Case ........ nd ‘ , $10,353 $12,072 +$ 1,719 
OCI OT NODE... caccvcccvcsscsscecevevevecesoos 8,320 27,956 ++ 19,636 Marketable ‘Securities Rvcauevevacceaws Pa eee 1,500 4,565 + 9,065 
ili cl cienicishn denies 21,034 sete) = + ane Eeceniies, Her ...... sosseessecennensnesennes ba ity Rs t gan 
nventories ................ Be taatidceusaters 7 5 : F 
te oo CURRENT ASSETS.. pong oeooy ay gam TOTAL CURRENT ASSETS 22/478 38,373 + 15,895 
for ant and Equipment...... 36,14 7900 + , Plant and Equipment... 52,083 68,873 + 16,790 
10) MOIST UGEUGCIGNONN 5.005<00:é0onsssecsscescsoasenass 15,347 14,817 . 530 Less Depreciation .......... . 36,393 45,469 -+- 9,076 
Y Net Property .. 20,797 59,083 + 38,286 Net Property ........ : : 15,690 23,404 + 7,714 
Other Assets , 30 4,012 + 3,982 I os cad ples os sen cnavaracseaneaqnantnse ba = + =z 
TOTA ie 56,875 158,020 +$101,145 Other Assets .... 
Pe -. - ’ . TOTAL ASSETS ............. $52,411 $80,870 + $28,459 
LIABILITIES 
CCCP RA UEMINO  <ccese<0< sever: -xese-aswarceasee $ 4,212 $ 16,909 +$ 12,697 LIABILITIES 
MeeUOA TONES -sacsipsesicicsssoeesscs. 4,482 8896 + 4414 4 aden $ 1,435 $ 4,624 +$ 3,189 
Other Current Liabilities... 906 sseee — -— ooo ei eee | * "599 3,981 + 3382 
TOTAL CURRENT LIABILITIES.................. 9,600 25,805 -+ 16,205 Accrued Tax a 5,871 Aeinaes — 5,871 
2 OR eRe ere 20,000 + 16,000 TOTAL CURRENT. LIABILITIES ceneeduenae, heres pee _ i oa 
Preferred St Me 25,000 ae eee Reet 8 , + 3, 
¢ * _ Other Liabilities .......... Sucveusel sens ‘edie 426 426 
ommon Stock ..... Pee 37,644 + 28,233 ; 
Surpl 49,571 | 15,707 Common Stack ..................-. “i ... 15,724 15,987 -- 263 
} MINI, re cwsniosasisereretucdsetevcostssexesenereepaynesns i” = Surpius ... PTL OE = 25,649 49,017 + 23,368 
TAL MUABIRITIES: —6<ccccceqscccsecosseesvsccse $56,875 $158,020 $101,145 TOTAL ASSETS | Sr Toe TE $80,870 +$28,459 
WORKING CAPITAL ... ves $ 69,120 +$ 42,672 WORKING CAPITAL |... $14,573 $29,768 +$15,195 
URRUINE RATIO 5.occccsesssccsvesescosncsusdecdess \e 0” Co eamaabas CURRENT RATIO .......... arated evesutenincnty 2.8 4.4 + 41.6 
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NATIONAL DAIRY PRODUCTS ND — SCOTT PAPER SPP 
. : Adjusted — : 3 : : Adjusted 
Price Range — 50 Price Range 
a 1929 - 1935 — 1929 . 1935 
_ = in = Long Term Debt: None ; : age 3 7) 
eee eS DEES - 45 Shs. $4 Pref: 45,000 - no par Ree 
T +— Shs. $3.40 P{d: 65,000 - no par 
—- a : Shs. Common: 871,847 - no par= 
t-——j Fundea Debt: $80,526,000 t—— 40 Fiscal Year: Dec.’ 31 
Minority Int: $319,008 : tt— 
Sns. Common: 6,294,812 - no part" t, : ve tr 
Fiscal Year: Dec. 31 5 tht + {! : 35 j 5 z i =< 
] aa H}. mu 0 T Th Bee 
tt i ft ae — 
=e ER = IB t tH 1a Karri ein rT, Raa { ran it = 
Soe ees na wit : re Tt tT {| Sa 
i HU tT t na : : | Lua arn | AA Te 
ies vd + + 2 : D rn i : { rl } TY 7 Se 
<7 Tt it tty st; : : : cc 
= ou iu at + 
camiom t 20 —t J 
cet ~ a Ta Wu 
> af t 
tht — tf | } 
PULL Alu : , 
gis thr rot 15 
4 T + 
} PLOUUTT i - : . - ERE, 
+ THOUSANDS OF SHARES E Estimated gs THOUSANDS OF SHARES £ E Estimated earni 
t : : T : : . : 
t f : = * Pr et : it T {> + T m 
L TTT ais tassaesatans smats Saad PTTeriri : : : 4 ’ 
1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1980 1939 1940 1941 1942 1943 1944 1948 1946 1947 1948 1949 1980 
1.89 | 1.66 [1.97 | 1.95 | 2.09 | 2,12 2.25 | 4.05 | 3.68 4.03 5,00 2.66 | 2.46 | 2.52 [2.22 [1.94 | 1.96 | 1.87 | 2.03 | 3.02 | 4.15 |E 5.75 | 
-80 -80 -80 -80 1.00 | 1.10 1.40 1.65 | 1.80 1.80 2.20 ow. 1) 1.85 1.85 1.95 | 1.95 1.80 1.80 1.80 | 1.80 1.95 | 2.27% 2.62%) 
45.7 44.7 | 50.0 65.1 77.0 | 83.9 90.4 97.9 |90.2 [116.0 124.0 $uil)) 5.5 4.8 §.7 6.0 6.7 gO | i Bu 9.6 9.4 12.6 12.2 |m 





























NATIONAL DAIRY PRODUCTS 


BUSINESS: Company, through acquisition of numerous subsidiaries, has 
become the ‘largest producer of widely varied dairy products, including 
fluid and processed milk, butter, cheese, ice cream, eggs, mayonnaise, 
caramels, frozen foods and many other specialties. 

OUTLOOK: Continued population growth and greater purchasing power 
point to further steady progress by this dominant handler of basic food 
items. The strategic location of an unusually large number of facilities 
throughout states East of the Mississippi River enhances both purchasing 
and sales potentials. Currently the company's outlook is brightened by 
several factors, including the downtrend in costs and increased availability 
of almost all farm products. At such times, both competitive influences and 
general policy promote reduced prices for end-products and thus tend to 
expand demand. This was well shown by the company's experience in 1949 
when unit output rose despite a decline in dollar volume of about $90 
million to $897.6 million. Margins on last year's business widened and 
net earnings rose to $5.26 per share from $4.03 in 1948. Contributing to 
prospects for well sustained earnings are benefits derived from large scale 
plant improvements in postwar, total outlays for which should reach more 
than $150 million by the end of 1950. Continued improvement in operating 
efficiency and in demand for dairy products should enable this company 
gradually to expand its earnings, in the opinion of the management. The 
company’s financial position is very strong, with working capital of $124 
million and with record amounts of cash and government securities on 
hand. On the whole, the fundamentals of National Dairy Company's 
operations are very satisfactory and its potentials for steady growth are 
promising. 

DIVIDENDS: An unbroken dividend record since 1924 lends confidence 
in future stability. Total payments of $2.20 per share in 1949 were the 
highest in 17 years and the quarterly rate was advanced to 60 cents in 
March. The management hints that a larger portion of earnings may be 
paid to shareholders in the medium term. 


MARKET ACTION: Recent price—4334 in contrast to a 1949-50 range of 
high—44!/2, low—27!/g. Indicated current yield is 5.5%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31, 









1940 1949 Change 
ASSETS (000 omitted) 
Ne otal ees Ba War ca ee a. $ 16,916 $ 45,649 +$ 28,733 
Marketable Securities .................cccccc:008. | seeeeees 7,943 + 7,943 
Receivables, Net ................. saideeSebsyiatirte 17,984 32,825 + 14,841 
nn ree Suvskobeoenes 33,798 80,124 + 46,326 
TOTAL CURRENT ASSETS. 68,698 166,541 + 97,843 
Plant and Equipment.................... 145,208 235,495 + 90,287 
Less Depreciation ..................... 50,246 89,363 + 39,117 
Net Property .... 94,962 146,132 + 51,170 
INNIS © os cps.oc nrsbsieuhasn séusevensewa Giunyesseee 6,742 8,714 + 1,972 
Other Assets ............ 5,324 2,216 3,108 
intangibles ............ aeaeeacternts ; ; | * ote 22,060 
SEME PUOETS ..........-..... Sisskecasaee $197,786 $323,603 +$125,817 
LIABILITIES 
Accounts Pape ao . $ 12,022 §$ 31,474 +$ 19,452 
IE = osc senaaeiapsr : 5,842 11,003 bh 5,161 
Accrued Taxe Se ee OS — 6,104 
TOTAL CURRENT “LIABILITIES.................. 23,968 kr 
I eee i claghn crt on drascervecpeensepesksebat 2,998 10,691 + 7,693 
Other Liabilities . Resa etnaes 335 32 - 8 
NMI cs cicssctotas Denke es cx cavose ate roetannes 68,500 80,500 + 12,000 
Common Stock 51,267 52,585 + 1,318 
acc cce cnt nc oeeee coors ri <hcheme tenes 50,718 137,023 + 86,305 
TOTAL LIABILITIES .......... $197,786 $323,602 +$125,817 
WORKING CAPITAL .... siccssseeeeee § 44,730 $124,064 +$ 79,334 
CURRENT RATIO ..... Sabiienettce 2.8 4.0 + KY 
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SCOTT PAPER COMPANY 


BUSINESS: Company for more than forty years has specialized in produc- 
tion of toilet tissues, paper towels, facial tissues and waxed paper. Annual 
mill capacity exceeding 160,000 tons is being expanded. Ownership of 
pulp mills provides considerable integration. 


OUTLOOK: Consumer acceptance of Scott products, in view of their quality 
and low price, seems likely to continue at an unabated pace. The use of 
expendable paper tissues as a substitute for handkerchiefs, napkins and 
towels that require expensive relaundering has established a logical and 
widespread uptrend that shows no sign of tapering off, while the employ- 
ment of waxed papers in homes and stores for packaging foods also has 
become exceedingly popular. While Scott Paper's growth record has been 
outstanding and the company is strongly entrenched through more than 
5000 trade distributors, replacement demand alone should sustain the 
business importantly even in recessive periods. Indeed, this enterprise 
appears to rank among the leaders in depression resistant factors, partly 
because its products are in broad home use. The near term outlook is 
enhanced by a demand that strains the company’s productive capacity 
despite large additions to plants and installation of most modern high 
speed equipment. To meet heightened competition, Scott Paper is con- 
stantly introducing improved items and aggressively pushing sales. There 
is good reason to assume that volume in 1950 will at least match the $83.5 
million for 1949, while lower costs for pulp and containers should continue 
to assure satisfactory profit margins. Through retained earnings and the 
sale of $4.5 million preferred stock in 1949, the company is strongly 
financed to meet all needs in the current year. Net earnings of $6.07 per 
share in 1949 were at record high. 


DIVIDENDS: In 1949, Scott Paper paid dividends for the thirty-fifth con- 
secutive year. In the first two quarters of 1950 payments have been made 
at an advanced rate of 75 cents per share. 


MARKET ACTION: Recent price—78!/2 compares with a 1949-50 range of 
high—80, low—46!/4. Based on the current dividend rate, the yield is 3.9%, 
a rate that should increase as earnings permit greater dividend liberality. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 













1940 1949 Change 
ASSETS (000 omitted) 
NN ie oor cde ccisssvecprecencvcs neuer ... & Be2 $ 4,263 +$ 3,311 
Marketable Securities ............................ 108 2,993 + 2,885 
ee ENS ES rae ee 1,555 3,547 + 1,992 
IRVENNOFEOS. .....000050-00000-4-- 4,268 8,897 + 4,629 
Other Current Assets.. 152 649 on 4 
TOTAL CURRENT ASSETS.. 7,035 20,349 + 13,314 
SSIES: |.....525.0scessese0s- 3,489 1,745 - 1,744 
Piant and Equipment.. baekpes 15,788 35,639 + 19,851 
RS PRIONTOOD «05454<-00 0555050 .50srecesivsees 6,117 16,050 - 9,933 
Net Property .................. es 9,671 19,589 + 9,918 
Other Assets ... SReaee SF 129 1,298 + 1,169 
TOTAL ASSETS ......... . $20,324 $42, 981 +$22,657 
LIABILITIES 
Accounts Payable .... $ 1,096 $ 3,575 $ 2,479 
Accruals ...... 112 100 12 
Accrued Taxe: 993 4,436 4+ 3,443 
TOTAL CURRENT 2,202 8,111 + 5,909 
asic ncsicshiiees hy atanesrenbeisencan ae anvives rn ee ~ 139 
MINIS i os cn ci oc ose scccssscecsindseeseceres ee euiss, 22 
Preferred Steck ...........-....:.0.0....0se000se00 6,034 11,089 + 5,055 
POS EE rae omnes 6,577 12,012 + 5,435 
SEO a ae I a Beet 5,350 11,769 + 6,419 
TOTAL LIABILITIES .... $20,324 $42,981 +$22,657 
WORKINOD CAPITAL. ..............0.....00.000000.5 $ 4,833 $12,238 +$ 7,405 
CURRENT RATIO ............... ee a 2.5 Ps 
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By J. C. CLIFFORD 


Yoo to surprisingly stable national in- 
come in 1949 and continued liberal spending by con- 
sumers, leading merchandisers last year handled a 
physical volume comparable to, if not slightly exceed- 
ing, the previous period. Total retail dollar sales of 
around $127.5 billion were only about 1% below 
1948, but in a year marked by severe price and in- 
ventory readjustments, profit margins narrowed and 
earnings were reduced on a wide pattern. While, gen- 
erally speaking, consumer demand for goods in 1950 
will likely continue strong and distributors are 
handling their operations with exceptional efficiency, 
intense competition may force them to cope with a 
further though more moderate downtrend in prices. 

The well maintained demand for a broad range of 
goods and the prospect of continuance through the 
first half of 1950, at least, attests in no small manner 
to the health of the economy. While uncertainties per- 
sist as to conditions in the second half of the year, 
indications that disposable income may hold fairly 
close to the $192.9 billion of 1949 offer considerable 
encouragement. 

Under normal] conditions, the public spends from 
55% to 60% of disposable income in retail establish- 
ments, including the purchase of automotive prod- 
ucts, but deferred demand in postwar lifted the pro- 
portion to around 69% in 1947. Since then the trend 
has been slightly downward, but has been moderated 
by the rise in personal incomes, their wider distribu- 
tion, higher living standards and a record production 
of attractive goods. Until something like a serious 
recession sets in, it seems probable that consumers 
will continue to spend a larger share of annual in- 
come than formerly in satisfying their needs and 
desires. 

Regardless of the ample proportion of income the 
public spent for goods last year, it is interesting to 
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note that individual liquid savings increased $4.3 bil- 
lion in 1949, personal holdings of cash, bank deposits 
and government bonds rising to a record total $198 
billion. These huge liquid reserves enhance prospects 
for stabilizing purchases of goods if leaner times 
should arrive. 

In appraising the outlook for 1950, allowance must 
be made for the non-recurring injection of some part 
of the $2.8 billion GI insurance refunds into the 
stream of commerce. During the first six months of 
the current year, and probably longer, such portions 
of these funds as have been or will be spent un- 
doubtedly affect retail store operations, though to 
what extent is not easily determinable. Home pur- 
chasing, savings, business investments and the ac- 
quisition of automobiles of course absorbed large 
amounts. While it is natural to assume that mer- 
chandisers would rather promptly benefit from the 
inflow of spendable funds from this source, and 
that the advantages would become less apparent in 
the second half year, some postponement of pur- 
chases should ease the downtrend after midyear. 


Heavy Automotive Volume Boosts Total Trade 


Mention of automobile sales, as well as of parts, 
brings to the fore the important part played by them 
in bolstering official figures relative to total retail 
sales, as the latter include automotive items. The 
record purchases of cars last year served to swell 
greatly the over-all dollar figure of $127.5 billion. 
Allowing for this, total department store volume 
probably declined more nearly 6% than 1%, as was 
the case of total retail sales. This is important to 
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realize, as conservative authorities in the trade es- 
timate that a comparable percentage downtrend may 
develop in the current year. 

The foregoing applies mainly to the leading de- 
partment stores, although in some measure it also 
pertains to a number of the variety and specialty 
units. Sales of the large mail order houses declined 
at an equal or even faster rate last year. More sig- 
nificant than dollar volume of retailers, though, was 
an increasing variation in demand for non-durables 
and durable goods. Those stores relying heavily on 
sales of apparel and other soft goods experienced 
lessened demand, while those offering appliances 
and hard goods increased their unit sales materially. 
Distributors offering a broad range of both classes 
of merchandise achieved relatively better results on 
balance. 

Thus far in 1950, demand for certain kinds of 
apparel has picked up considerably, though it is 
still below expectations, and sales of appliances such 
as refrigerators and television sets are continuing 
at record levels. Lower prices, on the other hand, 
have generally caused a slight downtrend in dollar 
volume. The latest reports on cumulative depart- 
ment store sales up to March 23 showed declines 
ranging from 6% in the New York and Cleveland 
areas to 1% in half a dozen other centers, while 
stores in Atlanta, Georgia and in Dallas, Texas re- 
ported slight gains. For the United States as a 
whole, the indicated decline was about 3%. All of 
the foregoing percentages compare operations since 
the beginning of 1950 with the same period of 1949. 


Profit Outlook for Department Stores 


Regarding the profit outlook for department 
stores, there are both encouraging and less con- 
structive considerations in the picture. On the 
brighter side is that heavy inventory losses incurred 
early last year no longer will have to be sustained. 
Now that the period of merchandise shortages has 
passed, store managements have become exceed- 
ingly cautious in inventory accumulation, and by 
the end of 1949 had not only cleared their shelves of 
all slow moving or imbalanced merchandise stocks, 
but reduced their total inventories to close align- 
ment with current volume. 

In the last six months of 1949, retail prices aver- 
aged about 5% lower than a year earlier, and as a 
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result of rapid turnover and correspondingly lower 
merchandise costs, inventories at the year-end were 
considerably reduced compared with the beginning 
of 1949. Stepped up production by manufacturers 
has made possible prompt deliveries, so that in con- 
trast to former inventories that represented about 
four months’ sales, current stocks are now equiva- 
lent to about 40 days’ volume. Because of this fac- 
tor, the stores are favorably situated to avoid exces- 
sive markdowns or to get caught with over-priced 
goods. 


Price Trends, Other Factors 


While intensified competition among merchandise 
producers is apt to create continued price uncertain- 
ties in 1950, considerably greater stability is as- 
sured, with a chance that in some lines the prices 
may rise somewhat. In any event, any price trends 
that may develop in the current year, one way or 
the other will be gradual in formation and leave the 
stores ample time to adjust their price tags. Benefits 
should also accrue from widespread efforts to insti- 
tute economy measures in every department. Addi- 
tionally, the completion of large scale modernization 
programs should substantially enhance department 
store potentials for handling their business effi- 
ciently, as well as for attracting an increased num- 
ber of customers. 

The problem of maintaining satisfactory profit 
margins in a period of heavy competition, however, 
clouds the earnings outlook for the large department 
stores. In their desire to stabilize volume, most of 
the stores have become reconciled to increasingly 
moderate mark-ups as a means of attracting trade. 
According to authoritative sources, many merchan- 
disers presently are accepting a lower gross profit 
rate than for seventeen years past, and this at a 
time when their expense ratios have risen to rec- 
ord heights. Wage costs are at a rigidly higher level, 
advertising costs have soared and the over-all ex- 
pense of handling a transaction has risen about 
85% in the course of a decade. As it is, operating 
costs of a department store are far less flexible than 
with most other forms of enterprise, hence their 
profit margins are unusually sensitive to even a 
moderate decline in volume, or to over-emphasis on 
promoting bargain sales. 

This is pretty well shown by statistics of the 
National Retail Dry Goods Association, indicating 
that while the 1949 aggregate volume of a repre- 
sentative department store group receded only 6%, 
their profit margins shrank to 2.9% of sales from 
4% and their earnings declined by 27.59%. Smaller 
mark-ups, increased mark-downs and heavier oper- 
ating costs were cited as occasioning the reduced 
profits. As we have discussed, however, comparisons 
of 1950 earnings with those of last year should 
show moderate improvement, now that operations 
are more smooth and many of last year’s transient 
handicaps will not reappear. 

On the appended tabulation, we present statistics 
pertinent to the operations of leading department 
stores, mail order houses, variety and speciality 
stores in 1949. It is interesting to note that while 
earnings were generally lower than in 1948, they 
still permitted favorable comparisons with the ma- 
jority of former years and covered conservative 
dividends by a comfortable margin. On the whole, 
the figures adequately reflect a return to more nor- 
mal operations, and by (Please turn to page 108) 
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Pertinent Statistics on Merchandising Stocks 
Net Ratio of 
Current Inven- Inventories 1949(a) Ratio of Div. Price 
Assetst * toriest to Current Sales Inventories Net Per Share Div. Yield Recent Earnings 
($ mil.) Assets ($mil.) toSales 1949 1948 1949 "la Price Ratiot 
|Alden’s $14.3 $8.6 41.3% $68.9 125% $2.03 $3.68 $150 9.5% 15%, 17 
Allied Stores... ee gE) 7:14 3.00 9.03370 
Amol: Constaie 43 «1A ALT «284125 80S 
Ascocioted Dry Goods... . . —.75(E) 387 1.60 1061S 
Best & Co. 11.5 4.6 28.9 36.3 12.8 3.29 476 2.00 : 16 P 26V, - 7.9 . 
City Stores . : . -275(E) 3.15 120 64 18% 
Consolidated Retail Stores 5.2 3.0 40.4 31.5 9.6 2.05 7 3.73 = 1.20 ' 10.7 11, 5.4 “ 
Federated Department Stores * = 7 “4.40( E) 5.33 7 2.00 5.7 ; 35V__ 8.0 : 
| Gimbel Bros. . 2 75(E) IT 2588 
Grant, W.T. 28.3 22.0 50.3 7 233.1 9.4 | 3.73 3.67 1.00 3.7 27'/ = 12 
JGreen, He ben 1.7 133 59.6 )siBTidB3ssIAiT250 59 ADyCD 
“Interstate Department Stores * * ~3.28(E) 5. 15 ' 2.00 93 21'/, . 6.6 | 
| Kresge, S. S. ; 13.8 33.1 . 324 2886s 4 3.28 a 395 “230 | 55 41%, 12.7 
“Kress, S. H. i 37.0477 (tikQTiBC80DsisiBHSC«*LLC 
| Lane Bryant * =< ae 2.15 | E) 2.07 i: 1.00 ; 9.4 105 5.0 : | 
[Leer Stores 19 (123, 4851208102248 -2.00 9.0 22qe—= «900 
| Macy, R. H. a 357 308 - 444 pa: 3145 98. 2.43 443 ~~ 200 6.7 . 295% 12.1 | 
| Marshall Field 388 303 476 2078 «4145 «4.13 54520075 2h} C 
| May Department Stores owe ie ins ia” ao 5.20(E) 6.44 : 3.00 6.0 49%, 5 | 
| McCrory Stores —_ 155 110Ss«S1.0s«OS«T.—sC=dLSSCi«OSSCt«iSSCtCSCTSCGCSC«DC 
| McLellan Stores 8.8 92 66.6 544 169 298 360 225 9.1 2445 82 | 
[Melillo Shoe... ss (siAsiCTAOBCTBCOASC237 26S BOO7.SCOBNHOCB 
| Mercantile Stores cee a es anne 2.50(E) 3.44 . 1.00 63 153%, 6.3 ; | 
etait Ward . a ee “456.4 - 242.1 43.9 1,084.4 202 : 213 . 10.28 | 3.00 5.4 5474 ry | 
SS ee ar ne SOS a er oe DS SOO As 09 noes Ra io 
| Murphy, G. C. . 25.7 18.1 47.4 141.3 12.8 4.46 4.76 2.00 4.0 50 11.2 | 
| Notional Department a i / ae ye +1.90(E} 3.32 — 1.50 10.0 15 7.8 | 
sey as i: a : i 
Neisner Bros. ......... 4.1 6.9 73.4 57.7 12.1 2.18 2.72 1.00 6.2 16 ts | 
Newberry, J. J. 32.9 216 . 49.8 136.7. 158 3.72 . 4.55 2.00 5.3 37'/, 10.0 | 
a es pn ee ae eee ae eevee a, 
| Penney, J. C. 139.1 132.1 55.8 880.2 15.0 5.08 5.80 2.50 4.3 57%, 11.3 | 
Sears Rett Riera ans - 321.3 53.1 2,168.9 “148 - 4.58 5.80 _ 225 5.4 445, 98 | 
Spiegel nnn 3256S O2DGTsi*dDASsC‘i«OS mC um 8 | 
| Woolworth ; a 107.4 - 90.8 a 501 615.6 147 3.83 4.48 - 2.50 49° ; 50!/, : 13.1 | 
*—1949 Income statement and balance sheet not yet available. (a)—Or fiscal 7 an a -_ | 
t—Latest indicated. (E)—Estimated. 
${—Based on 1949 earnings. | 
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Stocks 


With more than one quarter of 
1950 now put berind, the Dow- 
Jones industrial average has ad- 
vanced approximately 6.2“ from 
last December 31 up to this writ- 
ing. The writer will not say that 
averages “do not mean a thing,” 
but they mean a lot less than 
many imagine. It cannot be too 
often emphasized that you make 
or lose money in individual stocks. 
Instead of looking at what the 
Dow average has done, let’s take 
a look at what the 30 stocks in 
the average have done. The big- 
gest gains so far in 1950 have 
been: Procter & Gamble 44%, 
with the aid of a stock split; U.S. 
Steel 22.2°°; National Steel 
21.8%, with the aid of a split; 
Goodyear Tire 18%; duPont 
17.8% ; General Motors 17.7%; 
General Electric 12% ; American 
Can 10.80; Bethlehem Steel 
10.1% ; and Allied Chemical 8.8. 
These 10 stocks, or one-third of 
those in the average, have had 
excellent gains. The following 
have lost ground so far in 1950: 
American Smelting, American To- 
bacco, Corn Products, Interna- 
tional Nickel, and Loew’s. The 
following are only nominally 
changed one way or the other, as 
compared with the close of 1949: 
Chrysler, Eastman Kodak, Inter- 
national Harvester, Johns-Man- 
ville, National Distillers, Sears, 
Roebuck, and Union Carbide. 
Gains either approximating, or 
less than, that of the average 
have been scored by American 
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Telephone, General Foods, Stand- 
ard Oil of California, Standard 


Oil (New Jersey), Texas Com- 
pany, United Aircraft, Westing- 


house Electric and Woolworth. 


Pattern 


As this column is written, the 
Dow industrial average has du- 


plicated its 1946 bull-market high, 


with the rail average far in the 
rear. The 1946 high, except for 
being one of the historical tops, 
has market significance in only 


one respect: Some of the people 


who bought individual stocks at 
their 1946 highs will be sellers, 
now that they can at long last get 
out with a whole skin. But a du- 
plication of the 1946 high in the 
Dow everage has no prophetic im- 
plications. That would be so even 
if the average were representa- 
tive of the general run of stocks, 
which it is not; and even if the 
rails had equalled or exceeded 





their 1946 top, which they are 
quite unlikely to do in any event. 
It is so because the 1942-1946 bull 
market is a completed cycle. The 
present swing cannot be a re- 
newal or extension of it. History 
will record it, and the downswing 
from the ‘1948 average high to 
low of June, 1949, as complete en- 
tities. Under Dow Theory, or any 
other method of trend definition, 
this is a new trend in which mar- 
ket reference points prior to its 
start in June, 1949, are not any 
part of the “pattern.” 


Groups 


Nevertheless, where the market 
stands in relation to previous tops 
is a matter of some interest to 
most investors, providing a de- 
gree of orientation, if nothing 
else. Whether considered in rela- 
tion to 1948 highs or 1946 highs, 
stock-group performance has been 
scarcely less mixed than that of 
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IN RECENT EARNINGS REPORT 

1950 1949 
March 31 Quarter $2.18 $1.74 
16 Weeks Mar. 16 -65 .60 
Feb. 28 Quarter -48 25 
Mar. 31 Quarter .85 .35 | 
Feb. 28 Quarter 1.91 1.83 
Mar. 31 Quarter .05 .01 | 
Year Jan. 31 3.73 3.67 | 
Jan. 31 Quarter 1.43 1.13 | 
Feb. 28 Quarter 46 -40 
6 mos. Feb. 28 3.39 2.37 | 
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individual stocks. The following 1939 levels, and forgetting wide that out of the way, the issue has 
groups have risen above their gyrationsin theintervening years, since recovered to a high of 4614. 
1948 highs on the present up- howhave the “commodity groups” 
swing: aircraft, air lines, auto- worked out as inflation hedges? Celotex 
z mobiles, beer brewers, distillers, The answer is relatively well in the It makes all the difference in 
| cement stocks, chemicals, confec- case of coal stocks, and the oil the world whether you are in a 
| tionery, metal containers, electri- group. Sub-average or poor in the sellers’ market or a competitive 
4 cal equipment, finance companies, _ case of coppers, gold mining, lead market. For example, residential 
: foods (excepting meat packers), and zinc, leather, and sugar. To building activity has been at a 
i gold mining, office equipment, pa- repeat: there are almost as many very high level for some time 
/ per, radio broadcasters, depart- “trends” within the stock market Celotex Corp. earned a record 
ment stores, food chains, ship- as there are stocks. $7.21 a share in the fiscal year 
2 ping, shoes, soaps, tires, ethical ended Oct. 31, 1948. With actual 
pS drugs, proprietary drugs, utility Family Stock building higher, but dealers more 
; holding companies, and utility op- Some investors feel more com. C@Utious and prices lower, sales 
erating companies. Most of these Septeiin in hall fell about 30% in the year to Oc- 
gains over 1948 highs are smal] *Or"able in Aoleing Stocks of com- job .o- 31. 1949. and net vl d 
: panies whose officers and directors , eS 
to date. Some of the biggest, in ay ial .. down to $1.87 a share. For the 
percentage, are: — automobiles, fet Pa oe ._ quarter ended January 31, with 
brewers, finance companies, office + weg og rye pointed out be- building humming and prices of 
equipment, and ethical drugs. The —e a ae AL onggeainens are some types of building materials 
1 video group can, of course, be peel ot eyes ping firming, Celotex still found the 
ve added to this list. fessional ‘managements may be 80ing hard, earning only 21 cents 
a good or poor. Where a very large # Share. Why it should do much 
Under 1948 Highs block of stock is held by one person Petter in later periods is hard to 
The following have not been asisoftensowheredevelopment of S¢e- Around 1914, and sluggish 
os able to exceed their 1948 highs: a company has been largely a {°F some time, the stock probably 
il farm machinery, auto parts, build- family affair, death or estate plan- 8 Sale. 
“8 ing materials (exclusive of cement ning may result in liquidation wy ocman 
wig stocks), coal stocks, glass contain- = which can adversely affect market re ; 
os ers, copper, every group in the action for a long time, unless a _ Under the leadership of some 
ry textile and apparel fields, fer- special offering, off the market, is of the super-markets, the retail 
es tilizer stocks, floor coverings, lead § feasable. Take the case of Electric meat business is going through a 
0 and zinc, leather, machinery, Auto-Lite. Here is a large com- Minor revolution in which all 
iv metal fabricating, oil, printing pany, in no sense family-dominat- meat is pre-cut and displayed in 
~ and publishing, rail equipment, ed, yet liquidation from one large ‘Yefrigerated cases, with nothing 
oe, shipbuilding, and motion pictures. estate-holding caused much poor- for sale out of the vault. The ma- 
a : Those that stand farthest below _ er-than-average market action for jority of customers seem to like it. 
sie their 1948 highs include apparel, many months prior to the present The trend favors Hussmann Re- 
my copper, floor coverings, lead and market upswing. Earnings were frigerator, which is the largest 
zine, oil, printing and publishing, $7.17 ashare in 1947, $8.16 in 1948 maker of standard and specialized 
and rail equipment. and $7.58 in 1949, with the divi- commercial refrigerators — and 
dend $3 in each year. Nothing nothing else but. Sales and earn- 
ket Above 1946 Highs wrong with those figures. But ings have scored gains in each 
ops elatively few groups now stand after reaching a high of 8014 in postwar year so far. Net was 
to y : wee 1946 (on net of only $2.72 ashare $4.45 a share for 1949, against 
Pal cea cng bull-market and a $3 dividend, the stock made $4.07 in 1948, $3.99 in 1947 and 
sa ighs. ’ hey are: orewers, Contec” —_ lows of 501%, 3914, and 335% suc- $2.71 in 1946. Dividends totalled 
cy tionery, finance gg baking cessively in the following three $1.50 a share last year. The stock 
we and milling stocks, olmce equip- years. Many people asked. “What’s is now around 2514, a new all- 
rns, ment, oil, paper, and utility hold- wrong with Auto-Lite?” The at time high. Bought on sizable re 
a ing companies. swer was nothing but the distrib. pring hes pcs ne mee 
| til Wiest ution of a big block of stock. With (Please turn to page 116) 
: Brevities perhaps worth noting nero — CC 
a psbA tl ct DECREASES SHOWN IN RECENT EARNINGS REPORTS 
. highs in 1945, rather than in 1946. | se 
0 | Groups whose 1948 tops were | Eagle-Picher Co................ Feb. 28 Quarter $ .15 $1.74 
. above 1946 highs include brewers, | Kelsey-Hayer Wheel Co.....0oo0o.cees. Feb. 28 Quarter 1.27 2.32 
a coal, cotton goods, oil and rayon. Shamrock Oil & Gas... occ ccccesceeeseese Feb. 28 Quarter 97 1.10 
‘ | prone iaiaanay! aw made succes- eR Mca bac sntnncosevansvessse Feb. 28 Quarter 2.00 2.20 
| sively lower highs in each year 
1 | dane: 18th te: dln ts ee: ap- — si = it BS ora as sane earn as eoeeaeates = sha ceo = 3.44 | 
7 | parel, mining and smelting, rail- GIRTAT OR PORURURQUW LONG, 2500255 cccasodedexccncosecescacanes mos Feb. . 4.76 
3 road equipment, motion pictures Anderson, Clayton & Co.....................00265 6 mos. Jan. 31 6.65 7.30 | 
10 and woolen goods. (There has to SOG, MAGGIE Ge Cis aaa ones ccciss ccccecssinésscesese Year Jan. 31 4.58 5.80 | 
7 be something the matter, of course Stevens, (5. BP.) G €O.......ccccccccccccccccccscccccse Jan. 28 Quarter 1.42 1.96 | 
al when relative action is that poor). Continental Mofors..................... sisechenadalen Jan. 31 Quarter 14 19 
— Measured against average 1935- —— rn | 
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What's head b 


Indicative of the strength of post-strike recovery is the 
Federal Reserve Board's optimistic report, stating that industry 
turned out more goods in March than in any other month dur- 
ing the last year. As a result, 
the Board estimates that its 
industrial production index 
in March has recovered to 
slightly above 183%, of the 
1935-39 average, after slip- 

ing to 180 in February 
Saino of the coal and 
Chrysler strikes. The figures 
for January, February and 
March of 1949 were 191,189 
. and 184 respectively. 
180 The recovery not only re- 
rT flected increased output in 
durable goods and coal, but 
also the exceptionally high 
level of construction avtivity 
and livelier business in ma- 
chinery lines, furniture and 
appliances. Output of soft 
goods on the whole was 
maintained though produc- 
tion of textiles dosliend 
somewhat and is being fur- 
ther curtailed because of the 
continued lag in retail sales 
of apparel. 

The first quarter in now 
history and during this pe- 
riod, business has held fairly 
close to expectations despite 
strike disruptions. The out- 
look for the second quarter 
is equally good. In fact, 
things appear to look quite 
safe at least through the 
third quarter, which is better 
than prognosticators dared 
anticipate at the beginning 
of the year. The prospect is 
that business until midyear 
at least will hold well above 
the comparable 1949 months, 
a feat that shouldn't be too 
difficult because things are 
more stable now, while a 
year ago, business was slip- 

, ping badly. 
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Principal bright spot, apart from the automobile, building 
and television booms, is a revival of activity in the machinery 
lines to a level highest in a year. The hope is that this fore- 
shadows capital outlays of industry in excess of present expec- 
tations. And the latter are by no means dismal. SEC projects 
them at about $16 billion in 1950, only 11% less than in 1949, 
and for the first half looks for a drop of only 8%. It is now 
thought that the lower figure might prevail in the second half 
as well. There is always a tendency for companies to under- 
estimate their plant and equipment expenditures over the 
longer term. Besides, there is the boomlet in machinery orders! 

Steel production, too, is roaring along at a great rate and 
will for some time, but there are also warnings that this cannot 
go on forever. Thus steel executives told Iron Age that the level 
of business is good, much better than they thought it was going 
to be a few months ago, but that even this high level of business 
is not enough to support the present extraordinary rate of steel 
production. They point out that some of current output is going 
into depleted inventories, and when these are built up to de- 
sired levels, there will be a drop in demand. We have felt this 
way right along, as readers of this column may remember, and 
we continue to feel that inventory rebuilding may take less time 
than many think. Still, and we quote Iron Age again, steel 
operations could slump a long way without alarming steel 
people; even a 20% drop would leave operations comfortably 
above the break-even point of most companies. 

We don't doubt that, considering that current operations 
are around 98%, of capacity; nor do we envisage anything 
like a 20% drop soon. But naturally the rate is bound to slacken 
in a few months, if not weeks. If it does, one shouldn't worry. 

Generally speaking, as we see it, industrial production, sales 
and employment should rise through Spring and hold fairly 
high, except for the seasonal mid-summer dip, at least through 
the third quarter. We venture this prediction regardless of the 
disappointing Easter trade in most areas. Unseasonable 
weather was one reason why sales failed to come up to expec- 
tations. Another, and more important one, was consumer pre- 
ference for hard goods which got a big play from Easter shop- 
eee at the expense of clothing and the usual Spring finery 

ought at this time of the year. Thus while department stores 
and other purveyors of mainly soft goods bemoaned lagging 
sales, sellers of hard goods wore smiles. Refrigerators, washing 
machines, television sets etc. were doing fine, bolstering over- 
all retail trade which continues somewhat ahead of last year 
both in dollar and physical volume. 

While the upward push in durable goods remains strong, 
there seems little to worry about. Key question is: How long 
will it last, how far can it carry? Industrial output, to match the 
postwar peak, presupposes a halt in the decline of non-durable 
goods production. The latter suffers from diversion of buying 
power to durables. 
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The Business Analyst 





MONEY AND CREDIT—AIll three of our major common stock 
indexes closed the fortnight ended April 8 at new highs since 
1948. During the fortnight, eight of our 46 group indexes made 
new lows for the year, while eleven advanced to new highs for 
various periods, as tabulated on the second page following. 
New York bank stocks were off fractionally and corporate pre- 
ferred stocks sagged to the lowest average level since Feb- 
ruary 18. Corporate bonds were up fractionally and foreign 
government dollar bonds advanced to the best average level 
since May 31, 1947. Both classes of the Victory 2!/2s sagged 
off to their lowest prices since last July. After expanding to a 
new high of $6,147 million for the year, the Treasury's cash 
balance dropped $645 million during the week ended April 5 
—down $141 million on the fortnight, after redemption of an 
additional $400 million of Government debt. Since the first of 
the year, there has been a decline of $181 million in our stock 
of monetary gold, contrasted with a gain of $81 million in the 
corresponding period last year. Thus far the reversal in the gold 
flow has been of only minor significance; but the trend is worth 
watching. For the first nine months of the current fiscal year, the 
Government's budget receipts have been $1,380 million 
smaller, and expenditures $3,245 million larger, than in the like 
period last year. The result has been a budget deficit of $874 
million, against last year’s surplus of $3,751 for the first three 
quarters. Comparing the first three months of the present calen- 
dar year with the first quarter of last year, we find that effects 
of Government deficits upon bank operations have thus far 
merely served to cushion the deflationary pressure of heavy 
income tax collections. Thus member bank reserves are off 
only $508 million, compared with $1,201 million in the first 
quarter of last year; demand deposits of weekly reporting mem- 
ber banks are down only $2,091 miilion, against $2,885 million; 
total loans off only $8 million, against $525 million; investments 
down only $849 million, against $1,055 million. Shifts in bank- 
ing investment portfolios out of Governments into other securi- 
ties is especially noteworthy. During the first quarter, reporting 
member banks disposed of 113 million more Government se- 
curities than in the corresponding period last year; but invested 
$319 million more in other securities than a year ago. Similar 
shifts in investments are reported by life insurance companies, 
which helps to explain this year’s softness in Government bond 
prices, along with slowly rising prices for other securities of 
investment grade. The Treasury has set a sales goal of $654 
million for Series ‘‘E” bonds in the “Independence Drive” that 
opens on May 15 and ends July 4. Last year the sale lasted 
three months and grossed over $1.2 billion; but netted only 
$134 million after cash-ins during the drive. Treasury officials 
confess that the real purpose of the campaign is not to sell a 
certain quota of bonds, but to show volunteer workers that the 
Government is still interested in their efforts. Meanwhile the 
Treasury is embarking upon a more realistic program for raising 
one or two more billion before June 30 to meet an expected 
deficit of around $5.5 billion for the 1949-50 fiscal year. The 
idea is to sell more short term bills than mature in the weeks 
ahead. As a start, $1 billion in 91-day bills are being offered 
this week to net $100 million after paying off $900 million of 
similar bills. Gold and dollar reserves of the sterling area rose 
$296 million during the first quarter. Only $40 million of this 
gain were earned by excess exports. $229 million was supplied 
by our E.C.A., and $7 million through a loan by Canada. 
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TRADE—Department store sales in the fortnight ended April | 
averaged 0.5% above the corresponding period a year ago, 
compared with a 3%, decline for the year to date. As prices 
have declined somewhat meanwhile, physical sales ran about 
5% ahead of a year ago. Wholesale sales in February were 
off 1% from last year, measured in dollars, with month-end 
inventories down 11%. Our export surplus widened a little in 
February; but was still far smaller than a year ago. Britain has 
ordered farther substantial cuts in her imports from the U. S. A. 
during the coming fiscal year and, along with a hoped-for rise 
in sales to us, plans to trim the sterling area’s gold and dollar 
deficit to $785 million in fiscal 1950-51, compared with $1,532 
million in calendar 1949. 


INDUSTRY—Business activity expanded 3.8% this year be- 
tween January | and April 1, compared with a decline of 3.6%, 
in the first quarter of 1949. It is thus scarcely surprising to learn 
that unemployment, of which so much political capital is being 
made, declined as far back as the second week in February by 
561,000 from the month before, accompanied by a rise of 
598,000 in the number employed. Expenditures for new con- 


(Please turn to the following page) 


99 





























































































































Latest Previeus Pre- 
Wk.or Wkhor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Meath ‘Menth Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Mar. 1.16 1.04 1.24 1.55 (Continued from page 99) 
Cumulative from mid-1940 Mar. 394.2 393.0 379.6 13.8 a nae inne 0 
° 
FEDERAL GROSS DEBT—$b Apr. 5 255.5 255.7 2515 55.2 ahead of last year, with private construction 
MONEY SUPPLY—$b up 17% and public outlays up 21%. Auto- 
Demand Deposits—94 Centers... | Mar. 29 46.2 46.9 445 26.1 | mobile sales are still booming and the Gov- 
Currency in Circulation. | Apr. 5 27.1 27.0 27.5 10.7 | ernment is hatching new plans for still more 
Sin aebbanieied: dene spending so that business prospects remain 
New York City—$b...____ | Mar. 29 901 693 887 4.26 | favorable for some time. 
93 Other Centers—$b... Ss | Maar. 29 12.86 12.83 12.60 7.60 COMMODITIES—Spot and futures indexes 
PERSONAL INCOMES—$b (cd2) Jan. 221 214 217 102 rose to new highs for the year during the 
Salaries and Wages........__-___.. | Jan. 139 139 140 66 fortnight ended April 8, with rubber at 
Proprietors’ Incomes Jan. 46 43 49 23 Singapore reaching a new all-time high. 
Interest and Dividend Jan. 17 19 17 10 Sugar was off a little, and so were hides in 
Transfer Payment Jan. 19 13 i 3 the futures markets though the cash price of 
(INCOME FROM AGRICULTURE) Jan. 19 17 22 10 the latter advanced a little. Wheat pros- 
POPULATION—m (e) (cb) Mar. 151.0 150.8 1483 133.8 | pects have been injured by insects and 
Non-Institutional, Age 14 & Over. | Mar. 110.4 110.3 109.3 101.8 | drought. 
Labor Force Mar. 63.0 63.0 62.3 57.5 ° 
Military Mar. 1.35 1.37 1.49 1.89 During the fortnight ended April 1, Busi- 
Civilian... |_ Mar. 61.7 61.6 = 60.8 55.6 |mess Activity extended its recovery from 
Unemployed Mar. 4.1 4.7 3.2 3.8 |the depressing effects of the coal strike, 
Employed Mar. 57.5 57.0 57.6 51.8 | with the margin of increase over a year ago, 
In Agriculture —— | Mar. 6.6 6.3 7.4 8.0 | when business was on the downgrade, wid- 
Non-Farm Mar. 50.9 50.7 50.2 43.8 | ening to 8%. The gain in refinery runs was 
At Work Mar. 49.2 48.8 48.7 43.2 | somewhat less than seasonal. 
Weekly Hours.______ Mar. 41.2 41.1 41.3 42.0 . * . 
: Weekly—b. ' 03 2.01 2.01 1.82 : ’ 
camille ~ : Electric Power output actually declined 
EMPLOYEES, Non-Farm—m (Ib) Feb. 41.7 42.2 43.1 37.8 | a little during the fortnight but sales for the 
Government Feb. 5.7 5.8 5.7 4.8 | first quarter ran 6% ahead of last year while 
Factory Feb. 11.5 1.5 12.1 11.7 | net income was up 9% in consequence of 
Weekly Hours... | Feb. 39.7 39.7 39.5 40.4 | spectacular savings in operating costs. 
Hourly Wage (cents)... | Feb. 142.0 141.9 140.5 77.3 . ni 
Weekly W eee: 56.37 53.33 55.20 34.23 F (fle Acad 
esl thot : For the month of March, this publication's 
PRICES—Wholesale (Ib2) Apr. 4 152.0 152.1 158.0 92.5 Business Index rose to 194%, of the 
NN csitnessnsisnriecsccaesd Jan 183.8 184.4 = 191.5 116.2 | 1935-9 average—three points above Feb- 
COST OF LIVING (Ib3) Feb. 166.5 166.9 169.0 100.2 | ruary and 4.5% ahead of March, 1949. Our 
Fos Eeb. 194.8 196.0 199.7 143.1 index for the first quarter reached 192.6%, 
ene. 184.8 185.0 195.1 113.8 |of the 1935-9 average—6.7 points ahead 
eee Feb. 122.8 1226 119.9 107.8 |of ey ra ey above - corre- 
sae sponding period of last year. On a per 
PASI: ort capita basis, the index for March registered 
Pen See eee tet Sab. en met — 472 | 166 6%, of the 1935-9 average, compared 
bY . 
me 9m ETO “it si ne ri He! with 164.2 for February and 161.9 in March 
ys ibenny Whaky ard i‘ wag : é ; : of last year. Index for the first quarter was 
Dep't Store Sales (mrb)......_..... | Feb. 0.59 0.59 0.59 0.42 11655 against 160.4 in the fourth quarter 
ee a ees: | eb. ie sad nc 5.46 | and 164.4 for the first quarter of 1949 
MANUFACTURERS’ * * * 
New Orden—$b{cd) Totol___ | Feb. 18.2 18.6165 14.6 se sehenenainene teeta 
d Feb. 8.0 8.4 6.7 7.1 ’ ‘ f 
cual oNe aN 10.2 10.2 9.8 75 |ment and the S. E. C. predict that Capital 
4a +o ems : Expenditures for plant and equipment 
ge aang chai “«§ HF sa ry 9 this year will total ‘alvein $16.1 Eillion, 
adie easel hams Feb. 9.9 10.1 10.1 42 | which would be $2 billion less than last year 
eae and $3.1 billion under the 1948 peak, a de- 
BUSINESS INVENTORIES, End Mo. cline of 16% in two years. If the present 
Total—$b (cd)... ra ef “op <8 pee business boom continues, however, it is 
i a iia took aan 4 nf <a 41 | Quite possible that actual expenditures may 
Retailers’ Jan. T. ee g.| | exceed current expectations. 
Dept. Store Stocks (mrb)_____..... Jan. 1.9 1.9 2.0 1.4 * % * 
BUSINESS ACTIVITY—1—pc Apr. | 170.9 166.9 160.8 141.8 Expenditures for new industrial and Com- 
(M. W. S.)—I—np Apr. | 199.1 197.7 184.3 1465 | mercial Buildings, on the other hand, are 
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Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbo 
= PROD.—1—np (rb) o M8 — a still lagging behind general construction 
inin wababenaosee eo. susite . . 
is Goods Mfr... | Feb. 207 209 226 220 oe Me e ss — — such 
Non-Durable Goods Mft....... Feb. 179 179 173 151 - ae ee ee ee ee eee a 
riod last year by 22%. 

CARLOADINGS—t—Total Apr. | 720 717 725 833 * + * 

Manufactures & Miscellaneous Apr. | 351 342 349 379 Engineering Construction awards in 

ei | et 86 85 9 156 37 states east of the Rockies for March were 

Grain _..__.__-__-___------ | Apr. | 40 4! 37 43 74°/, above last year. Increase for the first 

ELEC. POWER Output (Kw.H.) m | Apr. | 5,912 5,993 5,378 ‘3,267 quarter was 56%,, with residential contracts 
—_———— | more than double a year ago. 

SOFT COAL, Prod. (st) m Apr. | 11.9 12.5 99 10.8 * * = 
Cumulative from Jan. 1. Apr. | 96 84 130 _446 Settlement of the Chrysler strike will boost 
Stocks, End Mo... -| Feb. 24.5 37.1 68.8 61.8 automobile production to new highs and 

PETROLEUM—(bbls.) m |help raise the earnings of Tire Makers, 
Crude Output, Daily... | Apr. | 4.9 4.8 5.1 4.1 who are already benefiting from price in- 
ee Wee. Apr. | 136 135 128 86 creases. Tire shipments even in February 
Fuel Oil Stocks ears Apr. | 41 43 58 94 were 28%, above last year. 

Heating Oil Stocks. | Apr | 38 40 48 55 * . * 

LUMBER, Prod.(bd. ft.) m Apr. | 710 727 647 632 U. S. reserves of Crude Oil and natural 
Stocks, End Mo. (bd. ft.) b.___. | Jan. 7.0 75 7.6 12.6 | asliquids at the end of 1949 are estimated 

at a 14-years’ supply, a year's gain since 

STEEL INGOT PROD. (st) m Feb. 6.78 7.93 7.48 6.96 1948. The Middle East has a 66-years’ sup- 
Cumulative from Jan. 1 Feb. 14.7 7.93 15.7 74.7 ply, and elsewhere in the world, proven re- 

ENGINEERING CONSTRUCTION aii serves would last 20 years, at their current 
AWARDS—$m (en) Apr. 6 304 259 178 94 rate of production. 

Cumulative from Jan, | Apr. 6 2,900 2,595 2,056 5,692 * 7 * 

“a Major Railroads reported a deficit of 
tl Orders (st)t Apr. | 112 186 179 165 a7 cman in hr ts ame weiniagler 
aces Saale? tld Reb. rentals, compared with net income of $6 

garettes, Domestic Sales eb. 5.6 29.3 25.0 17.1 one 

i cin... Feb. 418 424 410 543 million for February, 1949. Most of the drop 
Whiskey, Dom. Sales (tax gals.)m Feb. 4.0 4.7 4.2 8.1 stemmed from the coal strike and emer” le 
Motor Vehicles, Factory Sales—t Feb. 475 582 427 352 have been picking up briskly since the strike 
Footwear Production (pairs)m Jan. 38.6 34.1 36.9 34.8 was settled. 











b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdl|b—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pe—Per Capita Basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
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No. of ———— 1950 Indexes ——_——_—— (Nov. 14, 1936 Cl—100) High Low Apr.| Apr. 6 
Issues (1925 Close—100) High Low Apr.| = Apr. 6 100 HIGH PRICED STOCKS 91.56 86.35 89.11 91.56B 
325 COMBINED AVERAGE ___._ 145.7 134.7 141.4 145.7B 100 LOW PRICED STOCKS 172.70 151.88 166.87 172.70B 
4 Agricultural Implements _... 207.5 188.5 188.5a 200.3 5 Investmenr Trusts _..... 75.8 71.0 74.0 75.8D 
10 Aircraft (1927 Cl—100)..... 213.7 170.8 198.4 213.7D 3 Liquor (1927 Cl._—100) 841.8 808.6 808.60 824.0 

6 Air Lines (1934 Cl—100)... 527.1 451.7 495.5 527.1C 11 Machinery Ss I 145.4 146.4 153.5 

7 Amusement 0. (104.4 91.7 91.70 94.5 3 Mail Order . = beRS 105.4 107.3 111.2 
10 Automobile Accessories »~ 2109 195.6 206.0 206.6 3 Meat Packing .. 94.3 85.9 90.0 91.2 
12 Automobiles .... 3222.9 28.5 32.2 32.9B 12 Metals, Miscellaneous 154.1 139.9 139.90 149.9 

3 Baking (1926 Cl—100).... 23.3 213 220 223 4 Paper 42295 40.94 

3 Business Machines _........ 276.5 253.4 267.8 274.4 30 Petroleum... 263.2 241.8 253.4 263.2B 

2 Bus Lines (1926 Cl—I00)... 176.4 153.0 172.7 175.6 27 Public Utilities 153.8 141.0 149.8 152.9 

5S Chemicals... BIE 256.4 264.6 275.6D 5 Radio & TV (1927CIl.—100) 30.5 18.1 29:9 30.5B 

3) Goal Mining: 12.7 12.8 13.3 9 Railroad Equipment 50.7 43.9 45.1 46.2 
4C¢ ication _ : 48.6 41.9 48.4 48.6B 24 Railroads 5 25.3 2n.3 24.6 25.3B 

9 Gonshuction tt . ~«CRS 61.0 61.2 63.8B Ee . aw 30.8 31.6 32.7 

T Gontainers: SRS 309.0 ob2.7 318.0 3 Shipbuilding _...... 153.1 139.7 148.2 149.3 

9 Copper & Brass... 90.2 80.3 80.6 83.8 3 Soft Drinks . 391.6 338.2 367.6 369.3 

2 Dairy Products 78.2 71.2 139 77.1 15 Steel & Iron... _ 106.5 96.1 101.7 106.4 

5 Department Stores ........ 61.2 56.6 56.60 57.3 Sauce. =o SEG 49.0 51.0 50.1 

6 Drugs & Toilet Articles... 202.8 185.2 194.7 197.6 2 Sulphur __ . 344.1 319.5 334.1 340.9 

2 Finance Companies _....... 352.1 319.9 341.2 348.3 oC mre, cL 119.9 119.94 = 122.3 

7 Food Brands _..._.._._....__.. 180.9 174.6 174.60 =—177.0 3 Tires & Rubber... 38.2 32.0 35.5 38.2C 

2 Food Stores... 108.0 93.4 102.9 105.2 Gr Nanette 84.5 85.3 85.7 

3 Furnishings ........ : 78.8 69.0 76.1 76.3 2 Variety Stores 351.6 342.6 348.9 351.6 

4 Gold Mining —_...._.__._..._ 753.5 654.0 661.2 654.0a 19 Unclassified (1948 Cl.—1!00} 106.1 100.0 102.6 104.6 
New HIGH since: B—1948; C—1947; D—1946. a—New LOW this year. 
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Trend of Commodities 





During the fortnight ended April 9, commodity price indexes, 
spot and futures, advanced to new highs for the year. Even 
cotton joined the procession, despite estimates that world sup- 
plies by the end of July would approximate 17 million bales— 
2 million more than a year ago and 3 million above the like 
date of 1948. Sharply reduced production of rubber in the Far 
East, a high rate of tire output in the U. S. stockpiling by the 
Government have brought a tight supply situation which jacked 
up the price here to a new high for the season and a new all- 
time high at Singapore. Wheat soared on estimates that crop 
damage resulting from dry weather and pest hordes might re- 
duce this year’s harvest to only a billion bushels. Wool strength- 
ened following announcement that Government support prices 
will be raised 6.4%, to encourage larger production. To expe- 


dite Congressional action on his request for another $2 billion 
to finance support for farm products prices, Agriculture Secre- 
tary Brannan has, for the first time in nine years of price prop- 
ping, withdrawn hog supports — until his request is granted. 
Politically wise farmers, knowing that Congress will yield to 
Brannan before too long, have slowed down on hog marketings 
and prices are rising. Another strengthening factor has been 
mounting consumption of meats. Annual per capita consump- 
tion of pork in pre-war 1935-9 was only 56 pounds. This year it 
is expected to reach 80 pounds. President Truman has.signed a 
compromise farm bill adding 1,200,000 acres to this year’s 
cotton area, permitting Texas and Alabama to plant an addi- 
tional 100,000 acres of peanuts, but tightening the potato price 
support program. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. & Mo. I Yr. Dec. 6 
Apr.10 Ago Ago Ago Ago Ago 194) 
247.9 247.0 246.1 248.2 245.2 248.8 156.9 
251.0 249.3 248.1 258.2 245.4 251.0 157.3 
246.0 246.4 244.9 242.0 245.0 247.4 156.6 


28 Basic Commodities 
Il Imported Commodities 
17 Domestic Commodities 


RAW MATERIALS SPOT INDEX 
JAN. FEB. MAR. APR. 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1950 1949 1947 1945 1941 1939 1938 1937 
High 138.2 161.5 164.0 95.8 85.7 78.3 65.8 93.8 
BOM an 134.2 134.9 1264 93.6 74.3 61.6 57.5 64.7 
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Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Apr.10 Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture _ 308.5 306.1 305.6 299.9 296.0 289.6 163.9 
12 Foodstuffs 311.8 310.2 306.9 302.1 294.0 282.7 169.2 
16 Raw Industrials __.._._ 219.2 220.0 218.8 224.0 224.4 240.0 148.2 





COMMODITY FUTURES INDEX 
JAN. FEB. MAR. APR. 


; DOW-JONES 
COMMODITIES INDEX 
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Average 1924-26 equals 100 


1950 1949 1947 1945 1941 1939 1938 1937 
High .............. 137.42 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
Low 131.21 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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Keeping Abneast of Industrial 
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To succeed the late Henry E. Perry as president 
of Commercial Solvents Corporation, the directors 
have elected J. Albert Woods, already a Board mem- 
ber. Mr. Woods is well qualified to serve, having had 
extensive experience in the manufacture of heavy 
chemicals, fertilizers and insecticides with other 
companies. The new chief executive has expressed 
great optimism over the outlook for all branches of 
the chemical industry. 


Boilers for essential industries in five countries 
under the Marshall Plan are being supplied by the 
Babcock & Wilcox Company. Public utilities in 
France, Denmark, Greece and Italy, and a process 
plant in Iceland, will use 14 boilers now in various 
stages of construction or installation, and 655,000 
kilowatts will be added to the generating capacity 
of Europe’s utility plants. 


The enormous size of the Quebec-Labrador iron 
ore deposits under development by the Hollinger- 
Hanna group and five large. American steel com- 
panies was recently made clearer by W. H. Durrell, 
general manager of the enterprise. The holdings are 
so large that they would cover a strip a mile wide 
around the earth at the equator, in contrast to fa- 
vorable ore bodies in the Mesabi Range only 110 
miles long and from one to five miles wide. 


As almost half a million Americans ready them- 
selves for the greatest overseas travel season in his- 
tory, Pan American World Airways plans to channel 
a substantial amount of traffic to South American 
countries, although the main flow will be to Europe. 
To give tourists an inexpensive vacation while sam- 
pling the many attractions of Latin-America, Pan 
American has filed with the Civil Aeronautics Board 
special fares for three round-trip tours that will 
provide air transportation, hotel rooms and break- 
fast, ground travel and sight-seeing. A 30-day round- 
South-America tour is priced $57 less than the regu- 
lar first class fare alone and will provide visits to 
six fascinating countries in the space of a month. 
15-day trips to Brazil or Peru are also planned at 
low rates. 


Many wise managements are harmonizing their 
labor relations by encouraging the purchase of com- 
pany stock to their employees. Among the latest 
offers of this kind on a substantial scale is that of 
Westinghouse Electric Corporation. A special issue 
of 500,000 shares of common stock has been regis- 
tered with the SEC for purchase by employees who 
may enroll in the plan any time before April 20 or at 
six months intervals thereafter. In the first six 
months period, stock will be priced at $4 a share 
below the market average for the first 20 days of 
October, within a range limit of $25-$35 per share. 
The stock will be paid for by wage or salary de- 
ductions with installments not to exceed 12% of the 
employee’s pay check. No employee can buy more 
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than 125 shares annually and subscriptions are not 
only voluntary but can be revised at will. The 
management emphasizes that the investment should 
not take precedence over cash savings, life insur- 
ance or home ownership. 


Another large concern, Schenley Industries, Inc., 
has a voluntary insurance plan in effect for its em- 
ployees that has reached very large proportions. A 
few months ago, the total insurance in force was 
$584,420,476 and covered 7208 workers with an aver- 
age of more than $8000 apiece. 


The National Safety Council has notified the 
du Pont Company that its plants had won the top 
honors for last year in all three groups of Division 1 
in the Chemical Section safety contest of the coun- 
cil. 62 of the company’s operations concluded 1949 
without a single lost-time injury to employees. 
Du Pont’s plant at Martinsville, Virginia holds the 
world’s record for safety, or more than 22 million 
man-hours of work without a lost-time injury, a 
truly remarkable achievement. 


Stockholders owning 500 shares or less of United 
Paramount Theatres, Inc., have been pleased to learn 
that chances are that they may freely retain their 
shares of Paramount Pictures Corporation without 
penalty. The Justice Department has agreed to 
amendments which ease the restrictions in the con- 
sent decree that required shareholders in the origi- 
nal Paramount Pictures, Inc. to sell their shares in 
one of the two new companies. 


Announcements of increased capacity to produce 
television sets continue to make news. The Crosley 
Division of Aveo Manufacturing Corporation has 
added five new television receivers to its line, one 
of which features a 16-inch rectangular picture 
tube. To meet heavy demands, the company is in- 
creasing its productive capacity in this division 50%. 


Newest television set to supplement the compre- 
hensive line of Admiral Corporation is a 16-inch 
modernized version of the company’s present console. 
The new rectangular tube that shows pictures as the 
camera sees them, a built-in rotoscope antenna and 
a large 10-inch speaker, together with compactness, 
are prominent features of the new model. 


General optimism over the long term prospects 
for an expanding market in many foreign countries 


-have induced five major manufacturers of air con- 


ditioning and refrigeration equipment to step up 
their export sales programs by concerted activities. 
A six weeks’ training course conducted by Minne- 
apolis-Honeywell Regulator Company to promote 
servicing of automatic controls for such equipment 
was attended by 50 international sales engineers of 
Carrier Corporation, General Electric Company, 
Westinghouse Electric, Worthington Pump and York 
Corporation. 
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Long distance transportation of natural gas by 
pipelines thus far has been somewhat handicapped 
by the difficulty of drying the gas properly before 
transit. Socony-Vacuum Oil Company, however, now 
seems to have successfully solved the problem by. 
development of S/V Sovabead, a new moisture-ad- 
sorbing chemical in the form of siliceous beads. By 
use of this new material, the efficiency of the drying 
towers is doubled, drying costs are reduced and 
much natural gas formerly wasted is preserved. 


The development of fluid clutches and transmis- 
-sions for automobiles has been widely hailed as the 
major achievement by car manufacturers in recent 
years. But science always finds room for improved 
methods, as shown by a recent announcement by 
General Electric Company of a radically improved 
magnetic-fluid clutch, utilizing a liquid which can in- 
stantly change to a solid and then return to a liquid 
merely by application of an energizing current. Two 
independently rotating small cylinders with the new 
liquid interplaced can thus be made to operate as 
one or the reverse at will, and carry power to lift 
one ton 1000 feet per minute. The new clutch, 
though, is still in the laboratory stage. 


Vincent Riggio has announced his decision to re- 
sign as president of American Tobacco Company be- 
cause of age, but has been elected Chairman of the 
Board. Paul M. Hahn, vice-president since 1932, has 
succeeded to the presidency. Mr. Hahn’s experience 
as president of American Tobacco’s principal sub- 
sidiary, the American Cigarette and Cigar Company, 
since 1940 admirably qualifies him for his new post 
as he has made one of the most outstanding sales 
records in the tobacco industry in ten years. Ed- 
mund A. Harvey, one of the best known executives 
in the trade, was elected vice president in charge of 
sales, while Harry L. Hilyard, assistant treasurer 
since 1936, was promoted to treasurer. 


1950 marks the 25th anniversary of American 
Telephone and Telegraph Company as a transmitter 
of telephotographs. In contrast to commercial use 
of a 3600 mile network in 1925, these facilities have 
now expanded to 43,000 miles. Portable telephoto- 
graph equipment enables news picture agencies to 
go anywhere in covering disasters or special events, 
and the developed print of an on-the-spot picture 
can be transmitted in eight minutes to picture 
bureaus around the country. 


As an expression of strong confidence in the long 
term outlook for aircraft manufacturers, the recent 
decision by Republic Aviation Corporation to pur- 
chase from the Government sizable facilities for- 
merly operated under lease carries no little signifi- 
cance. The buildings and land involved are located 
at Farmingdale, Long Island, where the company 
has designed and built aircraft ever since 1931. The 
property includes plants with well over a million 
square feet of floor space, as well as the airport and 
hangers. It is believed that the deal will be com- 
pleted early this summer. 


The New York Centrol Railroad has announced a 
new “custom-made” freight service designed to save 
as much as 50% of transit time for larger-volume 
shippers and receivers of less-than-carload merchan- 
dise. Tested and perfected over a two-year period 
with more than 80 important manufacturers, mail 
order houses and distributors, the service will now 
be actively promoted. Under former procedure, LCL 
shipments went from point of origin to destination, 
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entailing the need for several transfers. By the new 
method, a manufacturer will ship a full carload to 
a central zone point from which the railroad will 
distribute to numerous customers in adjacent terri- 
tory, either by Central-owned trucks or by rail, 
whichever seems more convenient. 


Reluctance of the railroads to place new orders 
for freight cars because of down-payments required 
in financing by equipment notes, may be overcome 
by plans of Equitable Life Assurance Society to 
purchase the cars and lease them to the railroads. 
Two important systems have already come to terms 
on this basis and others may follow. Pullman- 
Standard will build the equipment. The car shortage 
may soon become acute, as more than half the 
freight cars on the rails are more than 20 years old; 
replacement might involve as much as $5 billion. 


A new color television tube demonstrated by Ra- 
dio Corporation of America is claimed by the com- 
pany to be a miracle of science and the key to a 
practical television system for home reception. The 
receiver has no revolving disks and high definition 
pictures are produced all-electronically. It is equally 
significant that the new system is completely com- 
patible with the more than 5 million television sets 
now in use, so that broadcasters can transmit either 
color pictures or those in black and white, as de- 
sired. A further advantage of the new device is that 
for the first time, color programs can be transmitted 
over coaxial cables as well as radio relay circuits. 


Turbine-powered automobiles and trucks may be- 
come a common sight before many years. Boeing 
Airplane Company announces successful tests of 
the world’s first turbine-powered truck. Under spon- 
sorship of the U. S. Navy Bureau of Ships, a similar 
test will soon be made for boat propulsion. The 
Boeing gas turbine weighs at least 2500 pounds less 
than conventional engines of similar power, and 
can operate on gasoline, kerosene, light or heavy 
fuel oil. As the turbine occupies only 13% of the 
space taken by other engines, a truck’s carrying ca- 
pacity can be decidedly enlarged by appropriate 
changes in design. No cooling system is required, the 
exhaust gases are almost invisible and the turbine 
operates considerably quieter than a diesel engine 
of the same power. 60 Boeing engineers and me- 
chanics will continue tests with the new turbine 
truck in coming months. 


Following a general trend by the oil industry to 
produce higher powered automobile gasoline de- 
signed to sell at no premium, Sun Oil Company has 
completed construction of a $22.5 million refinery 
expansion program. The company’s enlarged refinery 
is the largest in Ohio and will have a daily crude ca- 
pacity of 70,000 barrels. A new quadruple-reactor 
Houdriflow unit which reaches 308 feet skyward is 
the tallest refinery unit in the world and also the 
first of its kind. 


The largest architectural concrete job in the na- 
tion, a $40 million apartment house project in Los 
Angeles, will have mirror smooth exterior walls and 
ceilings formed of poured cement, without rubbing 
or grinding. Concrete forms utilizing clear, smooth 
plastic produced by Monsanto Chemical Company 
and applied to almost a million square feet of ply- 
wood by a Tacoma manufacturer, have accounted 
for the surprisingly novel appearance of the con- 
crete surfaces. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





William Wrigley, Jr. Company 

I have been advised that William 
Wrigley, Jr. Company earnings have 
greater stability than the industrial 
average. Please furnish important data 


on the company. 
B. E. Davenport, lowa. 


* Net sales of William Wrigley, 
Jr. Company for 1949 amounted 
to $68,490,270 and net earnings 
to $12,409,356, equivalent to $6.30 
per share. Sales in 1948 amounted 
to $61,440,166 and net income to 
$11,455,114, equal to $5.82 per 
share. 

Net sales and net earnings for 
the year 1949 were the highest in 
the history of the company. The 
improvement in net earnings is 
largely due to the increased vol- 
ume of sales which were 11.47% 
over 1948. Lower production costs 
also contributed to higher earn- 
ings, and further savings in pro- 
duction costs are expected in 
1950. 

The above-stated net earnings 
for 1949 were after deducting 
$761,232 write-down of net cur- 
rent assets of foreign subsidi- 
aries resulting from devaluation 
of foreign currencies which ap- 
proximated 30% in sterling area 
countries and 10% in Canada. 
The impact of devaluation will be 
reflected in future earnings of 
foreign subsidiaries when con- 
verted to U. S. dollars, but we 
anticipate this adverse effect will 
be offset by additional profits 
from an increasing volume of 
sales in the countries served by 
these foreign subsidiaries. Net 
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earnings of foreign subsidiaries 
included in the consolidated total 
for 1949, before the aforemen- 
tioned write-down, amounted to 
$1,636,866, an increase of $212,- 
677 over the preceding year. Cash 
dividends received from these 
companies amounted to $1,785,- 
882, substantially all being re- 
ceived prior to the date of devalu- 
ation. 

As of September 30, 1949, com- 
pany sold its investement in stock 
of New York Subways Advertising 
Company, Inc. which resulted in 
an overall net gain of $523,072. 

Wrigley’s postwar program of 
modernization and expansion of 
plant and facilities to meet cur- 
rent needs, has been practically 
completed, with $1,456,366 being 
added to property accounts this 
year. 

Regular 25¢ monthly dividends 
were paid last year and with ex- 
tras of $2.00, made total payment 
for the year of $5.00 per share 
against $4.00 paid in 1948. 


Mesta Machine Company 
Please report on financial position, 
earnings and prospects for Mesta Ma- 
chine Company. 
E. L. Racine, Wisconsin. 
Net income of Mesta Machine 
Company for the year 1949 
amounted to $5,304,299 after all 
charges including federal and 
state income taxes of $3,520,000. 
These earnings are equivalent to 
$5.30 per share of outstanding 
common stock and compare with 
net income for 1948 of $5,025,- 


281 after all charges including 
taxes of $3,400,000, equal to $5.02 
per common share. 

Uncompleted business carried 
over on the books of the company 
at the end of the year amounted 
to approximately $31 million com- 
pared with $35 million carried 
over from the previous year. 
However, contracts received since 
the close of the year, both foreign 
and domestic, and the prospects 
of additional new work in the 
near future have prompted man- 
agement to return to a working 
schedule of six days per week for 
the shops. The year 1950 is ex- 
pected to be another satisfactory 
year for the company. 

Current assets at the close of 
1949 stood at $15,666,377 and 
current liabilities at $5,237,390. 
Earned surplus on December 31, 
1949 was $15,644,603 compared 
with $13,798,269 a year earlier. 

On December 30 last, the com- 
pany put into effect a voluntary 
contributory self - administered 
trustee retirement plan which em- 
bodies beneficial features for the 
participants not included in most 
of the plans adopted by industry 
in general. More than 90% of eli- 
gible employees have become 
members of the plan. 

Dividends including extras to- 
taled $3.50 a share in 1949 and 
current quarterly rate is 6214¢ 
per share. 


Allis-Chalmers Manufacturing 
Company 

Will you please submit data as to sales 
volume, net income and dividends of 
Allis-Chalmers Manufacturing Company 
for 1949? and please — backlog of 
unfilled orders. N. F.. Akron, Ohio. 

Earnings of the Allis-Chalmers 
Manufacturing Company for the 
vear ended December 31, 1949 
amounted to $18,755,461 as com- 
pared with $15,441,523 for the 
previous year. 

The profit is equal to $6.99 a 
common share after preferred 
dividends of $1,168,001 as com- 
pared with a profit of $5.67 a 
common share after preferred 
dividends in 1948. 
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Despite the effects of the coal 
and steel strikes, 1949 was the 
biggest peace-time year in the his- 
tory of the company. 

Total sales billed in 1949 
amounted to $351,097,878 as com- 
pared with $328,101,328 in 1948. 

Both the tractor and general 
machinery divisions exceeded 
their best previous peace-time 
sales with tractor reaching a 
total sales volume of $207 million 
and general machinery $144 mil- 
lion. 

The capital goods industry may 
experience declining markets in 
several lines during the coming 
year. Farm machinery, unlike 
heavy equipment, appears to be 
headed for another active year. 

The backlog of unfilled orders 
in the general machinery division 
decreased from $148,278,465 on 
January 1 to $97,342,031 on De- 
cember 31, 1949. Sales of tractor 
division are not booked until 
shipment. The division of the 
1949 sales billed and other in- 
come amounting to $352,282,215 
is: 

Materials and operating ex- 
penses $213,018,700 or 60.4%; 
wages and salaries $99,888,251 or 
28.4% ; all taxes, $20,619,803 or 
5.9% ; retained for working capi- 
tal, $12,556,484 or 3.5%; and 
dividends, $6,198,977 or 1.8%. 

Dividends in 1949 were $2.00 
per share and current quarterly 
rate continues at 50¢ per share. 


Elgin National Watch Company 

I hear that watch imports are affect- 
ing the business of domestic watch manu- 
facturers. I will appreciate receiving in- 
formation as to recent operations of 
Elgin National Watch Company. 

M. B. New York City. 

During a year of intense com- 
petition in the watch industry, 
characterized by a general decline 
in retail watch sales, many sacri- 
fice sales of little-known brands, 
distress selling by others, Elgin 
National Watch Company im- 
proved its position in the market 
by maintaining sales at approxi- 
mately the 1948 level. 

Net sales for 1949 were $27,- 
625,889, compared with $28,478,- 
155 in 1948, and net return on 
sales was 5.87% compared with 
6.01% in 1948. Net income for 
the year was $1,621,759, equal to 
$2.03 per share, compared with 
— or $2.14 per share in 


Company had some heavy non- 
recurring capital expenditures 
during 1949 for rehabilitation of 
heating and power systems at the 
main plant in Elgin, and for im- 
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provements in humidity and dust- 
control systems of the Lincoln, 
Nebraska plant. 

Important production efficien- 
cies were instituted in 1949, and 
research and development pro- 
grams were stepped up, these be- 
ing concentrated chiefly on prod- 
uct and method improvements. 

Imports of Swiss watches to 
the United States continued at a 
very high rate during 1949, but 
some progress was made in ex- 
plaining the domestic industry 
position to appropriate commit- 
tees of both houses of Congress. 

The Senate Finance Committee 
appointed a sub-committee to 
study the overall problems of 
watch tariffs, of the military im- 
portance of the domestic watch 
industry, and of the high rate of 
imports, with a view to recom- 
mending to the executive branch 
whatever action they consider 
proper and in the public interest. 

The continued efforts to try to 
obtain relief from intense com- 
petition from foreign sources 
should help to maintain a healthy 
domestic watch manufacturing 
industry. 

Dividends including extras to- 
taled $1.25 a share in 1949 and 
45¢ has been paid thus far in the 
current year. 


R. G. Le Tourneau, Inc. 

Has R. G. Le Tourneau, Inc. shown an 
improvement in operations in the past 
year? Please also advise on working 
capital position. 

A. F. Indianapolis, Ind. 

R. G. Le Tourneau, Inc., manu- 
facturer of earthmoving and 
construction equipment with 
plants at Illinois, Georgia, Mis- 
sissippi and Texas, for the year 
1949 showed sales of $18,414,496 
and a profit of $921,717. These 
compare with sales of $19,014,591 
and a loss of $2,747,822 for 1948. 

The 1949 profit is equal to 
$1.47 per share of common stock. 
No dividends were paid on the 
common stock during 1949. Two 
quarterly dividends of $1.00 each 
were paid on the preferred stock. 

Cash was $3,534,968 on Decem- 
ber 31, 1949. Working capital 
was $12,360,733, an increase of 
$1,089,630 over December 31, 
1948. Inventories were $8,400,847 
on December 31, 1949, which is 
$2,028,347 less than at the begin- 
ning of the year. 

The outlook for the domestic 
market for the company’s prod- 
ucts appears satisfactory for 
1950. Public Works projects are 
reliably estimated to be greater 
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than they were during 1949 and 
privately financed projects appear 
to be at least as great as last 
year. The shortage of water in 
so many parts of the country will 
require the construction of dams 
and storage reservoirs. Larger 
cities are becoming more aware 
of the advantage of the sanitary 
landfill method for disposal of 
garbage. Flood control projects 
are needed in many regions. High- 
way improvements are needed 
throughout the country. The wide 
variety of products developed by 
Le Tourneau during the last few 
years makes it possible to reach 
these many markets with the 
company’s equipment. Export 
sales during 1949 were good. The 
devaluation of certain foreign 
currencies in September, 1949, 
made it more difficult for cus- 
tomers in those countries affected 
to obtain dollars, but even so, 
company’s export sales have con- 
tinued at approximately the same 
volume. The export sales outlook 
for 1950 appears to be equally 
good with that for 1949. 
Continuing its pioneer work in 
the earthmoving field, the com- 
pany has developed since the war 
a complete new line of revolu- 
tionary earthmoving machinery. 
Their new lines of high speed rub- 
ber-tired Tournadozers and Tour- 
napulls embodies many new fea- 
tures which are expected to be 
helpful in developing sales. 


Life Savers Corporation 


I have been a subscriber to your good 
publication for several years and find it 
very helpful. Please furnish pertinent 
data on Life Savers Corporation. I am 
particularly interested in expansion pro- 
gram of the company and also working 
capital position. D. F. Union City, N. J. 

Net sales of Life Savers Cor- 
poration for the year ended De- 
cember 31, 1949, including for the 
first time the company’s new 
operation in Mexico and choco- 
late cocoanut-cream candy bars, 
amounted to $15,060,074, an in- 
crease of 15.2% over the com- 
parable figure for 1948, the pre- 
vious peak year. 

1949 net profit of $2,025,152 
was equal to $2.89 a share on the 
700,280 shares of $5.00 par capl- 
tal stock. This compares with a 
net profit of $2,531,692 or $3.61 
a share for the year ended Decem- 
ber 31, 1948. In order to meet the 
keener competition from all sorts 
of goods now available in quan- 
tity, the company increased its 
advertising and selling expendi- 
tures sharply. 

(Please turn to page 117) 
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Stockholders get 5¢ 
from each Union Oil 


1949 sales dollar 





1, Out of every dollar paid in by Union 
Oil customers during 1949 the company 
made a profit of 814¢. 314¢ of this was put 
into expanded facilities to meet thegrow- 
ing demand for petroleum products in the 
West. 5¢ was paid out to the stockholders 
in dividends. Since these dividends were 
divided among 37,245 preferred and com- 
mon stockholders, the payments aver- 
aged $315 per stockholder. 





2. Out of every dollar paid in by Union 
Oil customers during 1949 the employees 
received 14¢ in wages, pensions and other 
employee benefits. Since these wages and 
benefits were divided among 7,316 em- 
ployees, they averaged about $4,700 per 
employee. 
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3. Out of every dollar paid in by Union 
Oil customers during 1949 the federal, 
state and local tax collectors got 1834 ¢*. 
So the tax collectors got almost 4 times 
as much money as the owners and 1 1/8 
times as much as the employees. 

*This figure represents taxes on all our products— 
fuel oils, asphalt, lube oil, greases and gasoline. 
When our customers buy gasoline, 31¢ of each dol- 
lar they spend goes to the tax collectors. 












cost OF 
DOING BUSINESS 
AND EXPANSION 
. / AND REPLACEMENT 
Pad / oF Faciumies } 
/ 62 Ys 


49, : : > 
- 
*9 sates vO* 


4. “Cost of Doing Business and Expansion 
and Replacement of Facilities” includes 
following: 


Raw materials . 2614¢ 
Transportation. . . ... T4¢ 
Supplies, power, exploration, 

selling expense, ete. 1414¢ 


pniterests 6 3 x 6S 34¢ 
Expansion and replacement 


of facilities . 13%4¢ 
TOTAL 6214¢ 


UNION OIL COMPANY 


OF CALIFORNIA 
INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


This series, sponsored by the people of Union Oil Company, is dedicated toa 
discussion of how and why American business functions. We hope you’ll 
Seel free to send in any suggestions or criticisms you have to offer. Write: The 
President, Union Oil Company, Union Oil Building, Los Angeles 17, Calif. 
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Retail Trade As 
Economic Barometer 





(Continued from page 94) 


ordinary standards the satisfac- 
tory operations of a group that is 
a major prop in sustaining gen- 
eral economic prosperity. 

The experience of R. H. Macy 
last year provides a pretty good 
sample in the department store 
field. The fiscal year of this lead- 
ing retailer ends in July but the 
company has reported on its oper- 
ations for both 6 and 12 months 
ended January 28. Sales for the 
twelve-month period amounted to 
$314.5 million, within $1.6 mil- 
lion of the same period the year 
before. Considering the general 
decline in prices last year, it 
seems clear that the company’s 
physical volume expanded sig- 
nificantly. 

How rapidly operating margins 
were narrowed by mark-downs is 
shown by a decline to 3.1% from 
3.8% the year before. Although 
lower Federal income taxes cush- 
ioned the decline in net earnings, 
these showed as $2.43 per share 
versus $4.43 in the preceding 
span. In studying these results, 
however, allowances should be 
made for varying conditions in 
the two halves of 1949. Volume 
of $179.8 million for six months 
ended January 28, 1950, compared 
with $173.4 million in the related 
1949 period, and net earnings of 
$2.30 per share accounted for all 
but 13 cents of the total for 12 
months, reflecting a marked im- 
provement in cost and inventory 
factors, and stabler price condi- 
tions, in the latter part of last 
year. This circumstance encour- 
aged R. H. Macy to pay a quar- 
terly dividend of 50 cents a share 
on April 1, same as throughout 
1949. 


Postwar Expansion 


R. H. Macy & Company should 
benefit in the current year from 
postwar expenditures of more 
than $50 million to enlarge and 
modernize its facilities, having 
added eight new branches in com- 
munities adjacent to New York 
and greatly improved its five sub- 
sidiary department stores in 
other cities. How confidently the 
company envisages its near term 
sales potentials is shown by in- 
creased inventory accumulation 
as of January 28, 1950, when 
stocks of $30.8 million were about 
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50% higher than a year earlier. 
This gain evidences both an in- 
creasing availability of attractive 
goods and confidence in a rapid 
turnover; but though enlarged, 
inventories represent only 9.8% 
of 1949 sales. 

Among the big mail order con- 
cerns, the annual report of Sears, 
Roebuck & Company discloses 
many of the problems experienced 
in fiscal 1950. Net sales of $2.16 
billion were 5.5% lower than in 
the previous year, as a result of 
a downtrend in every month 
through November. Volume in 
December, however, spurted to 
the highest level in the company’s 
experience and January sales 
were higher than in the same 
month of 1949. 

Considering the tremendous 
turnover and the marked vola- 
tility of prices last year, the man- 
agement displayed exceptional 
efficiency in earning 4.99% on 
sales, though this compared with 
5.98% the year before. In conse- 
quence, net of $4.58 per share re- 
sulted as against $5.80 in fiscal 
1949 and $4.56 in fiscal 1948. Net 
working capital last year rose to 
a record high of $411.5 million, 
a gain of $35.8 million, although 
capital expenditures amounted to 
$39 million. 


Sears, Roebuck last year par- 
tially bolstered its cash resources 
by liquidation of inventories to 
the extent of $27.7 million. Fur- 
thermore, funds needed to finance 
a huge postwar expansion and 
modernization program involving 
$238.1 million have been partly 
supplied by $72.4 million derived 
from sales of properties to insti- 
tutional investors, attended by re- 
leases. It is interesting to note 
that as of January 31, 1950, the 
company had $284.9 million of 
merchandise on order in contrast 
to $263 million the year before, 
indicating improved confidence in 
the outlook for well sustained vol- 
ume and relative price stability. 


How greatly the element of in- 
stallment credit has stimulated 
sales is shown by total accounts 
of this kind of $390 million out- 
standing at the year-end, a rise 
of $60.7 million in 1949. Volume 
and earnings of Sears, Roebuck 
& Company should improve some- 
what in the current year, a com- 
ment equally. applicable to its 
major competitor, Montgomery 
Ward & Company, the latter re- 
porting last year a net of $7.13 
per share against $10.28 in the 
preceding year. 
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Expanded supplies of popular- 
priced goods, together with well 
maintained national income and 
enlarged facilities, combined to 
stabilize operations of most of the 
large chain stores in 1949. Typi- 
cal experience in the group oper- 
ating junior department stores 
was that of J. C. Penney Com- 
pany, whose 1608 establishments 
comprise the largest chain of this 
kind. Volume of $880.2 million 
was only .56% below 1948, be- 
cause lower prices broadly stimu- 
lated physical turnover. 


Stabilizing Influence 


During the first half of last 
year, extraordinary mark-downs, 
reduced mark-ups, higher ex- 
penses for wages and promo- 
tional activities, cut into mar- 
gins, but improved cost controls 
and more stable conditions later 
in the year proved effective, so 
that annual net earnings of $5.08 
per share compared with $5.80 
in 1948, on the whole a quite 
satisfactory accomplishment. Aft- 
er paying dividends _ totalling 
$2.50 per share, $17 million re- 
mained for continued operation 
and growth. Inventories of $132.1 
million at the year-end were $2.7 
million smaller than a year ear- 
lier. The favorable outlook for 
increased price stability in the 
current year suggests that J. C. 
Penney’s earnings should tend 
upward again. 


Unusual stability is character- 
istic of the variety store chains 
because of steady demand for 
their low priced items, and be- 
cause a lesser degree of price 
fluctuations benefits their busi- 
ness. Higher unit sales in 1949 
largely offset generally lower 
prices in the group, although in 
common with all merchandisers 
their margins were somewhat 
pinched by mark-downs and ris- 
ing wage costs. F. W. Woolworth 
Company reported sales of $615.6 
million or 1.83% below 1948, but 
since November, volume has risen 
impressively. Net income of $37.1 
million equalled $3.83 compared 
with $4.48 the year before and 
the gap seems likely to narrow in 
the current year. 


J. J. Newberry Company lifted 
its volume to $136.7 million in 
1949, a gain of $2 million over 
1948, but reduced margins low- 
ered earnings to $3.72 per share 
from $4.55 in 1948. S. S. Kresge 
Company, operating 702 variety 
stores in the United States and 
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How many targets? 


It’s hard enough to hold a steady aim at just 
one target. 


But if you’re in the business of supplying food 
to America’s families—and want toshow asteady 
record of earnings—then you have to keep a 
careful aim at 3 prime targets. 


Those 3 targets are the broad groups of people 
with whom the company must maintain a sound 
relationship. General Foods believes it must meet 
its responsibilities to employees, stockholders, 
and consumers if the company is to operate 
efficiently and profitably. 


Thus a company’s earnings become a measure 
of its ability to meet its 3-fold responsibilities 
to people. 

Year after year, the earnings record of General 
Foods has been such that the company has never 
missed paying a dividend. 


If you would like a copy of General Foods 
newly published 1949 Annual Report, please 
write to General Foods, Box N, 250 Park Ave- 
nue, New York 17, N. Y. 


GENERAL FOODS 


Whose family of famous brands includes Swans Down Products and Maxwell House Coffee 
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Canada, last year had a volume 
of $288.6 million, only .16% be- 
low 1948, but net earnings de- 
clined 16.93% to $3.28 per share. 
Price reductions cut somewhat 
more heavily into the margins of 
S. H. Kress & Company, although 
volume was only .9% less than in 
the preceding year; net earnings 
of $4.27 per share contrasted 
with $5.46 a year earlier. The 
main thing to consider in all of 
the foregoing situations is that 
their reduced earnings reflected 
temporary readjustments for the 
most part and that 1950 condi- 
tions promise improvement. 


Downtrend In Specialty 
Store Sales 


Full year sales of all specialty 
stores declined about 7.3% in 
1949, with the downtrend momen- 
tum in the Fall months when de- 
mand for apparel was disappoint- 
ing. Because heavy mark-downs 
in the first half year had reduced 
earnings, final results for the 
group were not very satisfactory. 
Arnold Constable Corporation, 
though, fared rather better than 
some others in this group, with 
net earnings of $2.39 a share 
against $2.84 in 1948. Lerner 
Stores, on the other hand, earned 
only $2.46 per share in contrast 
to $4.83 the year before. In the 
absence of abnormal mark-downs 
that featured 1949, and with de- 
mand potentials in the near term 
improved, profit margins of the 
specialty stores should widen and 
some improvement in earnings is 
expected. 





The Chemicals 





(Continued from page 89) 


1949 to $10 per share. Dow Chem: 
ical also forged ahead last year, 
lifting earnings to $4.44 from 
$3.72 in 1948. The invested capi- 
tal of Dow, needed to support its 
dynamic growth, has expanded at 
a faster rate than any other of the 
major companies in its field, hav- 
ing risen by 1300% since 1929. 
Operating efficiency is well shown 
by the operating margin of 21.1% 
last year and earnings equal to 
13.2% on its large investment cap- 
ital. Production of some 600 dif- 
ferent chemical products attests 
to the company’s unceasing em- 
phasis on research. 


While Union Carbide & Car- 
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bon’s net per share declined slight- 
ly from $3.55 in 1948 to $3.20 last 
year, substantial improvement is 
likely in 1950. This second biggest 
chemical company should increas- 
ingly benefit from a largely com- 
pleted postwar expansion and 
modernization program that in- 
volved outlays of almost $250 mil- 
lion. These improvements should 
expand production and tend to ef- 
fect operating economies quite 
substantially. A decline of 7.3% in 
volume in 1949 resulted from tem- 
porary lower demand for steel al- 
loys, but increased sales of new 
products and continued satisfac- 
tory volume of a wide range of 
plastics, oxygen, acids, synthetic 
alcohol, synthetic resins and fibers, 
aided by reduced costs, held the 
drop in operating income to only 
5.1%. Union Carbide is strongly 
situated to share in the prospec- 
tive future growth of the chemical 
industry, and its excellent record 
lends confidence in stable earnings 
and dividends. 


Good Demand Outlook 


The assurance of continued 
high level industrial activity until 
mid-year, at least, promises to hold 
demand for chemicals at a level 
well above the first half of 1949. 
What develops beyond then is any- 
one’s guess, but no serious reces- 
sion is indicated. A long list of im- 
portant new products will enhance 
the sales potentials of the larger 
chemical manufacturers if de- 
mand for their established prod- 
ucts subsides somewhat. 


The industry’s plant capacity 
has risen 185% in the past ten 
years, aided by outlays of more 
than $2.5 billion for new construc- 
tion in the last three years alone. 
Research activities have been ex- 
panded at a record pace, with evi- 
dence that more funds than ever 
will be allotted for this purpose in 
the current year. The cost of raw 
materials used by the chemical in- 
dustry is now considerably below 
a year earlier, and last year’s price 
decline for many finished chemi- 
cals has either greatly moderated 
or reversed the price downtrend. 
On balance, accordingly, the in- 
dustry’s outlook for 1950 is de- 
cidedly bright. Reflecting this, 
leading chemical shares of late 
have shown considerable market 
strength. 


In view of the promising long 
term outlook, most of the leading 
chemical shares still seem reason- 
ably priced, especially as dividend 





stability is an outstanding char- 
acteristic of the group. Shares 
suited for long term retention in- 
clude such issues as Allied Chemi- 
cal, Union Carbide & Carbon, 
American Cyanamid, du Pont, 
Dow Chemical, Hercules Powder 
and Monsanto; those of some 
smaller specialists like Mathieson 
Chemical also appear attractive. 
Proper timing of new commit- 
ments is of course essential. 





The Tariff Dilemma 





(Continued from page 75) 


imports? After all, our imports 
rise and fall with our national 
income, regardless of tariff levels. 
For us to absorb a boost of sev- 
eral billion dollars worth of for- 
eign goods would require not only 
continuance of present high na- 
tional income but probably a fur- 
ther increase. By all odds, it 
would presuppose continuation of 
a high degree of domestic pros- 
perity. Any appearance of reces- 
sive trends could quickly put a 
crimp in our ability to absorb the 
import flood. 


In view of all this, solution of 
the trade gap via further tariff 
reductions is far from assured; 
at best it can be only a partial 
help in this direction. For that 
reason we should do everything 
possible to avoid haphazard tariff 
cutting, for it might fail of its 
purpose and do more harm than 
good. 


Yet we are faced with the in- 
controvertible need that ulti- 
mately we must import more 
than we do now, particularly if 
we want to maintain exports at 
substantial levels. The latter is 
prominently in the mind of offi- 
cial quarters who are thoroughly 
aware of the adverse domestic 
consequences in the wake of 
sharply declining exports. And 
higher imports are bound to af- 
fect some of our more vulnerable 
industries. 


Hence it has been suggested 
that those of our industries which 
might be injured by the impact 
of imports are to get some sort 
of Federal “relief,” but opinions 
are sharply divided on the desir- 
ability of any such step. The 
prevalent view is that producers 
who cannot meet foreign compe- 
tition should make room for 
those who can, but should on no 
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RECENTLY members of Newsweek maga- 
zine’s editorial staff interviewed Mr. Leroy 
A. Lincoln, President of the Metropolitan 


Life Insurance Company, on the subject of 


Life insurance in general. 


The tremendous role that Life insurance 
plays in the national economy, and the inter- 
esting institutional material developed dur- 
ing the discussion, are so important that a 
motion picture has been made of this inter- 
view. This film will be given wide distribu- 
tion in line with Metropolitan’s “Open 
Book”’ policy. 


Naturally, in reply to questions from the 
editors, Mr. Lincoln made many references 
to Metropolitan’s achievements in 1949. In 
fact, the interview developed the information 
that is customarily included in the Annual 
Report to Policyholders. Accordingly, 
complete transcript has been printed as the 
Company’s Report for 1949. Here are some 
of the highlights of that report: 


—‘‘Metropolitan...paid about $769,000,000 
(to beneficiaries and policyholders last year) 
...and I might add further that...(this in- 
cludes) $502,000,000 to living policyholders.” 
—‘For our 33,000,000 policyholders in the 
United States and Canada, the total Life 
insurance in force in the Metropolitan at 
the end of last year was almost $42,000,- 
000,000—an increase of 4 percent over the 
preceding year.” 
—‘‘Metropolitan’s assets totaled $9,700,000,- 
000, an increase of about 6 percent over the 
figure for 1948.” 

—“Through the combined efforts of the many 
health organizations, the average expecta- 
tion of life at birth has improved 18 years 
since 1900. At that time it was about 49 
years—while right now it is about 67.” 
—“Expenses for the Life insurance com- 
panies have gone up the same as for every- 
body else. For example, in the Metropolitan 
last year they increased about 4 percent... 
insurance in force in Metropolitan has in- 


Newsweek looks at Life Insurance 


creased about 80 percent since 1939, whereas 
operating expenses have increased only 71 
percent.” 


—“In 1949, Metropolitan . . . paid $164,- 
000,000 in dividends to policyholders—the 
largest such amount in the Company’s his- 
tory. Dividends payable to policyholders in 
1950 will be somewhat larger in the aggre- 
gate than 1949.” 


—‘Dividends would be substantially higher 
were it not for the low interest returns which 
have prevailed throughout the United States 
and Canada. For example, last year the net 
interest earned on Metropolitan assets was 
3.07 percent, compared with 3.03 in 1948, 
and with 5.18 in 1929.” 


Metropolitan’s Annual Report to Policy- 
holders for 1949 will be sent to anyone on 
request. In addition, copies of the film may 
be borrowed for showing by local business, 
civic, or other groups in which Metropolitan 
policyholders are interested. 


METROPOLITAN STATEMENT OF OBLIGATIONS AND ASSETS...DECEMBER 31, 1949 


(In accordance with the Annual Statement filed with the Insurance Department of the State of New York). 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


Statutory Policy Reserves . . . 


This amount, which is determined in nevondencs with legal re- 
quirements, together with future premiums and reserve inter- 
est, is necessary to assure payment of all future policy benefits. 
Policy Proceeds and Dividends Left with Company 
Policy proceeds from death claims, matured endowments, and 
other payments, and dividends—left with the Company by 
beneficiaries and policyholders to be returned in future years. 


Reserved for Dividends to Policyholders 


. $8,252,239,531.00 Bonds 


U.S. Cuneta 


Railroad 


531,949,902.00 
Public Utility 


164,260,999.00 


Canadian Government 
Provincial and Municipal 


Industrial and Miscellaneous 
Bonds of the Company’s housing develop- 
ment corporations . ; os 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 


. $7,298,735,485.05 
‘$2, 884, 039,974.00 
242,548,827.19 
69,029, 148.93 
492,569,747.96 
. 1,322,222,366.98 
. 2,167,230,348.06 


121,095,071.93 





Set aside for payment in 1950 to those policyholders eligible 
to receive them. 
Policy Claims Currently Outstanding 
Claims in process of settlement, and estimated clnlans that 
have occurred but have not yet been reported. 
Other Policy Obligations 
Premiums received in advance, reserves for mortality ma 
morbidity fluctuations, reserve for continuing the program of 
equalization dividends on weekly premium policies, etc. 
TaxesAccrued. . ..... 


Including estimated amount of taxes payable i in 1950 on the 
business of 1949 and $10,000,000.00 for Federal Taxes on 1947 
and 1948 income under pending bill. 


Contingency Reserve for Mortgage Loans 
All Other Obligations 
TOTAL OBLIGATIONS 


SURPLUS FUNDS 
$ 84,252,000.00 
_474,379,879.03 


Special Surplus Funds . 

Unassigned Funds (Surplus) . 
TOTAL SURPLUS FUNDS > 
TOTAL OBLIGATIONS AND SURPLUS FUNDS 





35,804,438.43 


64,879,400.04 


36,825,574.00 


21,000,000.00 
42,355,959.00 


. $9,149,315,803.47 


558,631,879.03 


- $9,707,947,682.50 


Stocks 
All but $4,534, 643. 85a are Sinaia or Gu: atiapaina 


136,059,753.85 


Mortgage Loans on Real Estate . .271,067,551.97 
Mortgage Loans on City Properties 


Mortgage Loans on Farms 


$1,164,238,419.48 

106,829,132.49 
Loans on Policies . 393,258,765.52 
Made to policyholders on the security of tiele peliilon: 


Real Estate (after decrease by — of $25,000,000.00 
in the aggregate) . . = , 
Housing projects and other oun estate 

acquired for investment 
Properties for Company use . 
Acquired in satisfaction of mortgage in- 
debtedness (of which $7,166,352.46 is 
under contract of sale) . Xi ee 


247,728,331.90 


. $198,151,779.86 
38,588,738.97 


35,987,813.07 
Cash and Bank Deposits 150,379,081.15 
137,886,883.07 


72,831,829.99 


Premiums, Deferred and in Course of Collection 
Accrued Interest, Rents, etc. . 


TOTAL ASSETS TO MEET OBLIGATIONS . $9,707,947,682.50 


NOTE—Assets amounting to $456,197,535.92 are deposited with various public officials under the requirements of law or regulatory authority. 
In the Annual Statement filed with the Massachusetts Insurance Department, Statutory Policy Reserves are $8,252,353,652.00. Policy Claims 
Currently Outstanding are $35,863,091.43, and All Other Obligations are $42,183,185.00. 


C@PYRIGHT 1950——-METROPOLITAN LIFE INSURANCE COMPANY 


Metropolitan Life 
Insurance Company 


(A MUTUAL COMPANY) 
1 MADISON AvENUE, NEW York 10, N.Y. 


APRIL 22, 1950 


@) 





METROPOLITAN LIFE INSURANCE CO. 
1 Madison Avenue, New York 10, N. Y. 


Gentlemen: 
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account be subsidized in their 


inefficiency. 


Whatever the practical wisdom 
of this viewpoint, those likely to 
be hit are naturally completely 
out of sympathy with it. They 
feel that they are being made 
“expendable,” and complaints are 
mounting. Already various indus- 
tries and localities have been feel- 
ing the import squeeze. The fold- 
ing up of the Waltham Watch 
Company is prominently men- 
tioned as a warning example of 
what might happen if tariff pro- 
tection is reduced too much. It 
may not be too apt an example, 
but there are others. 


Japanese products ranging 
from sewing machines to syn- 
thetic pearls have caused domestic 
manufacturers to shift to other 
lines. Some manufacturers of 
woolen and cotton gloves had to 
cut back production sharply be- 
cause of foreign competition. New 
England has numerous small in- 
dustries, like the manufacture of 
luggage and leather goods, that 
might be directly affected by 
larger European importations. 
Domestic flower bulb producers 
have complained that Dutch bulbs 
are being “dumped” here at less 
than cost. Probably a fairly im- 
posing list of instances of the 
local impact of imported products 
might be contrived; it merely 
gives further point to the obser- 
vation that there is nothing 
pleasant about the situation. 


However, that situation is 
fairly well understood by the 
larger industries which far from 
supporting a protectionist drive 
realize full well that we must im- 
port more if we hope to continue 
substantial exports. Differences of 
opinion usually center on the 
question: At what point can we 
hope to arrive at a_ balanced 
trade? That it can hardly be 
around current levels, is a fore- 
gone conclusion. 


Will Not Solve Entire Problem 


Nor will tariff tinkering alone 
solve the whole problem. Other 
positive steps can be undertaken, 
including streamlining our cus- 
toms procedure, increased U. S. 
investments abroad under Point 


Four, and encouragement of 
American travel abroad. On 
Europe’s. part, helpful steps 


might include greater efforts to 
produce types of goods suitable to 
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American tastes and priced for 
ready sale, and generally further 
intensification of sales programs 
in the United States. 


Doubtless a “partial solution of 
the dollar gap problem can be en- 
visaged even without large scale 
abandonment of American tariff 
protection. To avoid the latter 
and its disruptive consequences, 
the pros and cons of all suggested 
measures should be gone into 
thoroughly. February foreign 
trade statistics indicate that the 
gap to be closed is still wide, and 
much remains to be achieved in 
the development of a solution that 
includes maintenance of a reason- 
ably high level of U. S. exports 
after ECA ends. It is none too 
soon for these efforts to be put 
into high gear. 


Concentration On Raw 
Materials Imports 


A strong body of opinion agrees 
that we should increase our im- 
ports of raw materials and prod- 
ucts which will supplement our 
economy, as against products 
which are cheaper due to wage 
and tax differentials favoring 
foreign producers. This would of 
course limit the import potential, 
but then, these observers contend, 
foreign devaluation, lower wage 
rates and political actions are 
rapidly narrowing the dollar gap 
anyhow. That of course remains 
to be seen. 


It is safe to say, however, that 
tariffs have become important 
again for the first time since 
World War II in determining the 
actual flow of trade. During the 
period of buyers’ markets and 
almost complete regimentation of 
trade under bilateral agreements, 
tariffs did not matter much. But 
as European countries begin to 
lift their quantitative controls, 
the tariff remains as the sole pro- 
tection of national industries 
against competition from im- 
ports. As far as Western Europe 
is concerned, the desire for such 
protection, if anything, is 
stronger than it was during the 
1930s, and the Torquay talks are 
bound to reveal this more clearly. 
Unless we are willing to make 
one-sided concessions in the in- 
terest of boosting imports, this 
may tend to limit, if not the 
scope of the negotiations, then at 
least the extent of mutual con- 
cessions. 
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Economic Expansion — 
The Cure for Unemployment 





(Continued from page 70) 


because of the workings of a free 
economy. Rather than making 
political capital of the unemploy- 
ment “danger,” it should help us 
point out the natural way to over- 
come it. If we heed the lessons of 
the past, economic expansion — 
the creation of new jobs — will 
come about naturally. 


Without the help of “planning” 
or other Fair Deal interferences, 
American business during the 
first half of this century has 
grown more than proportionately 
to the growth of population and 
the labor force. It will continue 
to do so in coming years if given 
the opportunity. 


Thus instead of “viewing with 
alarm,” we should consider basic 
facts. Technological improve- 
ments have always displaced 
some workers, but it should be 
remembered that the more effi- 
cient machinery can produce a 
greater quantity of goods at 
lower prices for the benefit of all 
people—if Government and union 
policies permit it. And money 
thus saved can be used for the 
purchase of other goods, which in 
turn furnishes employment in 
other lines, absorbing displaced 
workers. There is nothing mys- 
terious or complicated about it. 
What’s needed is merely a proper 
understanding of the basic prob- 
lem. 


Unfortunately, both the Gov- 
ernment and organized labor are 
inclined to shy away from it, the 
former for political, the latter for 
selfish reasons. If that attitude 
continues, unemployment is bound 
to become a rising political and 
economic issue. A policy that con- 
siders it the Government’s duty 
to provide jobs for the unem- 
ployed as a long range policy mat- 
ter can only lead to great infla- 
tion and mounting deficits, and 
eventually to Government con- 
trol by labor because no _ inde- 
pendent Government can for long 
guarantee both full employment 
and high wage rates. And even a 
Labor Government will eventu- 
ally have something to say about 
wage rates, as witness what’s go- 
ing on in Britain today. While 
labor clamors for higher wages, 
the Labor Government is dead set 
against it. It simply cannot af- 
ford it. 
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Center at Terre Haute, Indiana, were recently com- 
pleted at a cost of $1,600,000. The cost of operating 
the Research Department is about 5% of revenue 
from sales. That investment in research. yields divi- 
dends is shown by the fact that in 1949 sales of 
products developed within the past six years consti- 
tuted about 40% of the total revenues from sales. 
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New products scheduled for marketing during 





ecasouneiimiiaiiaieias " - 4 op 1950 include an important ingredient for dairy and 
remain pt ey a 9 cattle feeds, the purified form of benzene hexachloride 
known as Lindane, insecticides made from the nitro- 
paraffins, new plasticizers and ‘amines, a new anti- 
biotic, combinations and new forms of various anti- 
biotics, several pharmaceutical specialties, and at 


least two new automotive chemicals. 





The pharmacological laboratory plays an essential role in the 
development of pharmaceutical products. 








PHARMACEUTICALS * AGRICULTURAL CHEMICALS * INDUSTRIAL CHEMICALS + POTABLE SPIRITS * AUTOMOTIVE SPECIALTIES 
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FARM PORTRAIT 














Older Sister of the ‘Deep Freeze’’ 





In thousands of farm homes, the rich bounty of the 
summer is still carefully preserved in jars for winter use— 
although newer methods are rapidly being adopted. 
Another better practice that is rapidly widening is the 

considered use of the correct fertilizer. Many of the best 
of these are compounded with potash—often with 

, Ps ee Sunshine State Potash, a product of New Mexico, and a 
pees eS vital soil nutrient that provides increased soil fertility 

HIGRADE MURIATE OF POTASH and greater resistance to disease and drought. 





62/63% K20 But agriculture is not the sole user of potash. Potash 
GRANULAR MURIATE OF POTASH = serves industry, too. For potash is an essential factor in the 
48/52% K20 manufacture of glass, matches, soap, black powder, drugs, 


MANURE SALTS 20% MIN. K,0 high-octane gasoline, and various other chemicals. 


UNITED STATES POTASH COMPANY, Inc., 30 Rockefeller Plaza, New York 20, N.Y. 
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RAYMOND MASSEY 
Plays Sociable Role 





“I CONSIDER IT an investment in enjoyment when I serve Schenley at home, 
or order it when dining out,” says Raymond Massey, famous stage and screen star. 
So, when you play the role of host, serve the whiskey that’s the favorite of the 
stars, smooth, sociable Schenley. Rare blended whiskey, 86 proof, 65% grain 
neutral spirits. Schenley Distributors, Inc., N. Y. C. 








We should learn from their 
experience. It is a sure bet that 
unemployment will resume its up- 
ward trend if the national econ- 
omy does not maintain a reason- 
able rate of over-all expansion. 
It is high time, therefore, that 
Government and Congress, rather 
than ponder means of artificial 
stimulation, should really do 
something about providing 
stronger incentives for industrial 
expansion as a basic remedy. Put- 
ting new steam behind old Fair 
Deal proposals won’t do the trick. 
Threatening with Government- 
built plants if business doesn’t 
expand voluntarily, won’t do it 
either. Such methods will merely 
complicate the problem, and lead 
us down the road to socialism. 

Tax reform as an encourage- 
ment to private expansion would 
be a good idea. Substantial excise 
tax cuts certainly would help in 
the areas affected. Beyond that, 
anything that tends to stimulate 
investment will constitute a con- 
structive approach. Anything that 
frightens investment will be just 
the opposite. There is no reason 
to doubt that American capital- 
ism can maintain its dynamic 
expansion, as in the past, pro- 
vided that some of the more ob- 
vious pitfalls in its path are 
avoided. Business rather than the 
Government is best suited to 
guide the economy to higher pro- 
ductive levels but Government 
and labor, by pursuing construc- 
tive policies, can give valuable 
support. 





Britain Straddles to Hang on 
to World Position 





(Continued from page 81) 


national problems. One could cite 
the drastic curb on the shipments 
of “dollar” petroleum into the 
sterling area. This move appears 
to have been aimed not so much 
at conserving dollars — the “‘dol- 
lar saving”? amounts to about $5 
million — but rather at protect- 
ing the rapidly growing inter- 
national business of the Anglo- 
Iranian and the Royal Dutch- 
Shell companies. 

One could also view the stub- 
born British opposition to recog- 
nizing the Franco regime in 
Spain and to admitting Spain to 
the Marshall Plan, as ultimately 
weakening rather than strength- 
ening the anti-communist front. 
Spain is in desperate need of aid; 
otherwise her economy may 
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SALES VOLUME UP, PRICES DOWN-— 
Expansion Program Proves Itself... The 1949 Record of 


STANDARD Oy] L [INDIANA] 


1. In 1949 the Standard Oil Company (Indiana) and its sub- 
sidiaries reaped the benefits of the extensive modernization 
and expansion program that has been the primary objective 
of our post-war program. New refining units operated at 
high efficiency, transportation costs were reduced because of 
expanded pipeline systems, and increased sales of natural gas 
and natural-gas liquids were made possible by new facilities. 
These factors helped Standard Oil to hold its earnings at a 
high level despite lowered prices and a sharp reduction in 
the quantity craieie oil production permitted in most states. 


2. Sales in 1949 totalled $1,125,411,841, compared with 
$1,205,957,775 in 1948. The volume of product sales in- 
creased 3% in 1949 over 1948, and the decrease in dollar 
sales was due to reduced volume of crude oil sales and lower 
product prices. 

3. Net earnings for 1949 were $102,668,228, second highest 
in our history and equal to $6.72 per share. These earnings 
were 9.77% of average book value. The 1948 earnings were 
$140,079,286 ($9.16 per share) and 1947 earnings were 
$94,880,715 ($6.21 per share). 

4. Net crude oil production in 1949 averaged 184,967 bar- 
rels a day, a decrease of 16% from the record high levels of 
1948. This resulted from cuts in the production permitted 
in some states. The reduction in allowables was due largely 


to more imports. With production curtailed, it was neces- 
sary for us to purchase a larger percentage of our crude-oil 
requirements than in recent years, but we had the ability to 
produce more crude than ever before. 

5. Capital expenditures in 1949 were $135,000,000, down 
sharply from the $252,000,000 required in 1948. This reflects 
the passing of the need for rapid expansion. Capital ex- 
penditures in 1950 are expected to continue close to the 
1949 level. 

6. Employees at the end of 1949 numbered 46,736. Total 
wages and benefits averaged $4,600 per employee in 1949. 
Back of each employee there is an average capital invest- 
ment of $30,100. 

7. The company was owned by 96,808 stockholders on De- 
cember 31, 1949. No institutional stockholder owned so 
much as 5% of the stock and no individual owned so much 
as 1%. 1949 was the 56th consecutive year in which divi- 
dends have been paid. Through the years the equity of 
stockholders has been increased steadily by plowing back a 
substantial proportion of earnings. 

8. Standard Oil and its subsidiaries sell petroleum products 
in 40 states. In the 15 North Central states, containing 
more than \ of the nation’s population, the company is the 
largest refiner and marketer of petroleum products. 





CONSOLIDATED STATEMENT OF INCOME AND EXPENSES 


And Summary of Earnings Retained and Invested in the Business 
for the Years 1949 and 1948 








1949 1948 
Sales and operating revenues....... $1,158,124,773 $1,236,957,533 
Dividends, interest, and other income 12,158,388 8,828,558 
Total income ..........$1,170,283,161 $1,245,786,091 
DEDUCT: 


Materials used, salaries and wages, 
operating and general expenses Bs 
other than those shown below. ...$ 913,812,614 $ 955,481,976 

Depreciation, depletion, and amorti- 
zation of properties 

pS eer errr rere 
Depletion, amortization of drill- 
ing and development costs, 
and loss on retirements and 
QDARAONMORIS. . 2. 000s cece 

Federal and state income taxes..... 

Other taxes (exclusive of taxes 
amounting to $168,022,672 in 1949 
and $155,853,420 in 1948 collected 
from customers for government 
RGM reo creo kcrcneie Wore Oe ns iis os 


phe a are eyes or er ore tee cee 
Minority stockholders’ interest in net 





43,922,623 36,353,710 


36,600,611 
31,976,000 


34,540,641 
42,311,000 


30,566,355 
6,803,285 


27,990,567 
4,489,264 








earnings of subsidiaries.......... 3,933,445 4,539,647 
Total deductions. ...... $1,067,614,933 $1,105,706,805 
ES os a ncuciide nen eke $ 102,668,228 $ 140,079,286 





Dividends paid by Standard Oil Com- 
pany (Indiana)— 

Regular and extra dividends paid 
wholly in cash—$2 per share in 
1949 and $2.125 in 1948....... $ 30,569,564 $ 

Extra dividends paid in capital 
stock of Standard Oil Company 
(New Jersey) —127,249 shares in 
1949 and 127,583 shares in 1948 
at average carrying value—to- 
gether with equalizing cash 
payments in lieu of fractional 
shares. Market values on dates 
of distribution were equivalent 
to $0.6865 in 1949 and $0.7534 
in 1948 per share on Standard 


32,480,351 








Oil Company (Indiana) stock 7,476,392 7,961,059 
Total dividends paid....$ 38,045,956 $ 40,441,410 
Balance of earnings retained....... $ 64,622,272 $ 99,637,876 


Earnings retained and invested in 
the business at beginning of year 


Earnings retained and invested in the 
business at end of year.......... $ 587,188,467* $ 522,566,195 


522,566,195 422,928,319 











*Including $197,000,000 restricted by terms of debenture and bank- 
loan agreements of subsidiary companies and about $22,800,000 of 
earnings of pipeline subsidiaries segregated under provisions of Con- 
sent Decree in Elkins Act suit. 





THE STORY IN FIGURES 


1949 1948 1947 

FINANCIAL 
Total income .. ....$1,170,283,161 $1,245,786,091 $922,810,305 
Net earnings.. ..... 102,668,228 140,079,286 94,880,715 
Dividends paid—in- 

cluding, in 1949 and 

1948, dividends in 

capital stock of 

Standard Oil Com- 

pany (New Jersey) 

at average carrying 

Ws 6s 9 abo were 38,045,956 40,441,410 30,570,249 
Earnings retained in 

the business . 64,622,272 99,637,876 64,310,466 
Net earnings per share $6.72 $9.16 $6.21 
Dividends paid per 

Ne van es wor $2.687* $2.878* $2.00 


*Including $0.687 and $0.753 as the market values on Dec. 12, 1949, 
and Sept. 10, 1948, respectively, of the dividends in capital stock 
of Standard Oil Company (New Jersey). 


Capital expenditures.$ 135,000,000 $ 252,000,000 $220,000,000 
Net worth, at the year 

ae ila wad: s ie are Scare 1,083,343,199 1,018,721,446 924,870,060 
Book value per share, 

at the yearend ... $70.88 $66.65 $60.51 
PRODUCTION 
Crude oil and natural- 

gas liquids pro- 

duced, net, barrels. 71,102,587 84,106,429 73,190,806 
Oil wells owned, net, 

at the year end.... 8,440 8,241 7,772 
Gas wells owned, net, 

at the year end.... 807 738 579 


MANUFACTURING 

Crude oil run at refin- 
eries, barrels...... 

Crude-running capac- 
ity, at year end, 
barrels per day.... 

MARKETING 

Total sales in dollars. $1,125,411,841 

Bulk plants operated, 


150,048,716 156,206,614 134,663,854 


472,270 465,275 403,400 


$1,205,957,775 $886,290,397 


at the year end.... 4,511 4,490 4,515 
Retail outlets served, 

at the year end.... 30,871 29,612 30,278 
TRANSPORTATION 
Pipelines owned, at 

the year end, miles. 15,403 15,267 14,114 
Pipeline traffic, mil- 

fon barrel miles. . . 117,069 116,756 96,678 
Tanker and barge 

traffic, million bar- 

WON GUNG. 6 6 5006s 97,589 87,483 58,513 
PEOPLE 
Stockholders, at the 

YOOF OG. ....0000 96,808 97,073 97,495 
Employees, at the 

YG@GE GU... 5 ics es 46,736 48,692 45,967 





..- Copies of the 1949 Annual Report available on request 
as long as the supply lasts. Write Standard Oil Company, 
910 S. Michigan Avenue, Chicago 80, Illinois. 
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dangerously deteriorate. At the 
same time, however, the British 
are reported to be showing “haz- 
ardous complacency” about the 
two-year-old communist insurrec- 
tion in one of the Commonwealth 
countries, Malaya. The campaign 
is said to be “run on a shoe- 
string,” but evidently Britain’s 
new War Minister, Mr. John 
Strachey, at one time a commu- 
nist sympathizer, is not worried. 
Mr. Strachey may be a good ad- 
ministrator, but the fact that he 
is a Johnny-come-lately in his de- 
nouncements of communism may 
make him a rather poor choice 
for the vital post he holds. 

To put all the blame on the 
British for the weakening of the 
anti-communist front at the time 
when the Kremlin may be pre- 
paring to stage a cold war offen- 
sive would, however, be unfair. 
We are partly responsible also. 
The British and the Europeans 
are reported to be worried about 
Washington’s “Roman Circus,” 
the wrangling between the State 
Department and Congress and 
the denunciations of Mr. Acheson 
who is regarded abroad as a man 
of integrity and unswerving pur- 
pose. The fact is, however, that 


the State Department, vacillating 
and groping especially in regard 
to the new nations in Southeast- 
ern Asia, is not showing the re- 
quired leadership in the struggle 
to counter Russian expansionism ; 
hence the growing doubt abroad 
about some of our policies and 
the inclination on the part of 
some Western European capitals, 
and of London especially, to be- 
lieve that they could do better. 

These growing doubts abroad— 
which vary directly with the hesi- 
tation of our own policies—have 
been reflected in the ever-recur- 
ring suggestions for direct nego- 
tiations by individual Western 
countries with the Kremlin. There 
is on record a statement by a 
high British military authority in 
Germany, “that Great Britain 
left alone, would be able to make 
peace with Moscow on German 
policies.” Another report has it 
that British Foreign Minister 
Bevin will suggest a conference 
with Stalin, at the meeting of the 
Western foreign ministers next 
month. 

No matter how well meaning 
some of these suggestions may 
be, they do more harm than good, 
as Secretary Acheson pointed out 








PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


INVITATION FOR BIDS FOR PURCHASE OF 
BONDS 


Bids for the purchase as a whole of an issue of $26,000,000 principal 
amount of First and Refunding Mortgage Bonds, % Series due 
1980, of Public Service Electric and Gas Company (herein referred to 
as the ‘‘Company’’) will be received by the Company at its office, 
80 Park Place, Newark 1, N. J., up to 11 A.M., Eastern Daylight 
Saving Time, on Tuesday, May 2, 1950, or on such later date as may 
be fixed by the Company as provided in its Statement of Terms and 
Conditions Relating to Bids. 


Copies of the Prospectus relating to such Bonds, of such Statement of 
Terms and Conditions and of other relevant documents referred to in 
such Statement may be examined, and copies of certain of such docu- 
ments may be obtained, at the Company’s office, 80 Park Place, Newark 
1, N. J. Bids for the Bonds will be eonsidered only from persons who 
have received a copy of such Prospectus and only if made in accordance 
with and subject to the terms and conditions of such Statement. 


INFORMATION MEETING 


Public Service Electric and Gas Company hereby invites prospective 
bidders for the purchase of its $26,000,000 principal amount of First 
and Refunding Mortgage Bonds, % Series due 1980, to attend a 
meeting to be held at the Company’s office, at 11 A.M., Eastern Standard 
Time, on Thursday, April 27, 1950, for the purpose of reviewing the 
information contained in the Registration Statement and Prospectus, 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY, 


By Georce H. Brake, 
President. 


Newark, N. J. 
April 19, 1950. 








in his San Francisco speech, by 
raising false hopes and by weak- 
ening the Western World’s stand 
against Russian expansionism. To 
quote Mr. Acheson again, salva- 
tion lies only in “total diplomacy,” 
the united front of all still-free 
countries. Towards effective main- 
tenance of such a front, one feels, 
Britain could do more if she were 
somewhat less insistent on look- 
ing purely to her own interests 
and somewhat more willing to co- 
operate in the interest of West- 
ern solidarity. In the last analy- 
sis, she can hardly strengthen her 
world position by weakening the 
western coalition. What happened 
“ China should make this amply 
clear. 





For Profit and Income 





(Continued from page 97) 


centering in apparent longer-term 
growth potentialities. 


Studebaker 


Of all the automobile companies 
outside of the Big Three, Stude- 
baker is best situated. No doubt 
earnings of $11.70 a share for 
1949 were decidedly abnormal; 
but they will be good, although 
somewhat lower, again this year. 
Since many customers “‘stay put,” 
the heavy sales of recent years 
should imply a normal replace- 
ment demand far above prewar, 
and a sizable normal earning 
power. Finances have been radi- 
cally strengthened, with cash 
items now exceeding $54 million. 
As late as 1941, the stock’s book 
value was only $11.68 a share. 
At the end of 1949 it was $36.19 
a share. Dividends are being paid 
at a regular $2.40 annual rate, 
now yielding nearly 8%; and a 
year-end extra is quite possible. 
At present price of 31, the issue 
has almost doubled from last 
year’s low. It is probably a good 
speculative buy on sizable re- 
actions. 


Cups 


Paper cups and other paper 
containers or “dishes” provide a 
thriving business for several well- 
situated companies. Rising each 
year since the war, 1949 earnings 
of Dixie Cup set a new peak at 
$7.44 a share; those of Lily-Tulip 
cup reached a new record at 
$7.81 a share. Dixie is priced at 
3834, and is paying dividends at 
a $1.50 rate. Lily-Tulip is priced 
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Net investment by the com- STATEMENT OF CONDITION 

———f pany in land, buildings, ma- MARCH 31, 1950 

e chinery, equipment, etc.,  in- 
creased $1,522,914 during 1949. 

This was largely represented by RESOURCES 

1) the main plant in Port Chester, eee, 

-term | New York, where floor space and Cash and Due from Banks . . . . $1,200,710,221.24 
facilities have been more than U.S. Government Obligations. . . 1,655,931,638.17 
doubled. Company has also made | a ae gone 
plans for a new plant in Hamil- | State and Municipal Securities. . . 171,728,672.20 

sanies | 12» Ontario, to take care of the » Other Securities . . . .... 125,300,747.93 

stud “| excellent demand in Canada. The M 32.734.062.73 

“doubt costs for building, equipment and ee se ee Re eS dietintiieaes | 

- i machinery is estimated at $600,- loeme. .« «© «© «© © © «© © «© «© «§S7O4ASECEESS 

rmal; 000. , hl ata Accrued Interest Receivable . . . 105523537 fi275 

el While the company’s operations ; ae 
st in Mexico, which began in 1949, Customers’ Acceptance Liability . . 16,593,906.63 ‘ 
nal | were relatively small, results Banking Houses . . . 1... - 29,237,975.25 
year so n-ne Aly ai | Other Assets . 2... ee 11,192,097.82 | 
piace- | the first year of operation of a $4,633,437,698.25 — $ 
ne foreign enterprise. 

: Consolidated balance sheet as 5 

porn of December 31, 1949, showed LIABILITIES | 

e.. current assets of $6,597,810 and , 

oon current liabilities of $1,946,499, Deposits e 6 © ee @ te = = Seeeze9e6s725 

Prve a ratio of 3.3 to 1. Net working j Dividend Payable May 1,1950 . . 2,960,000.00 ; 

336.19 capital amounted to Ag rence al ; Reserves—Taxes and Expenses. . . 14,513,444.14 

‘ Dividends including extras to rtm 
x paid taled $2.20 a share in 1949 and ; Other EiaBilities . 2. 2 «© « «© 25,976,256.27 
ie 40¢ was paid in the first quarter Acceptances Outstanding . . . . 21,470,965.60 
asible of the current year. BesstpFOyone «6+ « «+ © & «@ 4,184,261.42 
issue Capital Funds: 
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(Continued from page 85) Surplus. . . 189,000,000.00 
generalize now that conditions Undivided 
are becoming more competitive Profits . . . 47,711,641.41 

paper | and international problems add 347,711,641.41 
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- each | tives of the petroleum industry 
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been strengthened. For the most 
part, integrated companies are 
well situated to maintain or even 
increase dividend distributions de- 
spite an anticipated small decline 
in earnings this year. 

Reference to the accompanying 
tabulation of relevant statistics 
for representative companies in- 
dicates strong asset position of 
typical companies and suggests 
the prospect of dividend stability. 
Need for new capital expendi- 
tures is diminishing and many 
companies are more likely to re- 
duce debt than to undertake new 
financing. In some _ instances, 
plans may be considered for sub- 
stituting common stock for funded 
debt through offering of subscrip- 
tion rights to stockholders. 


Price Considerations 


It would be rash to assert dog- 
matically that the oil industry 
has completed its postwar read- 
justment without experiencing a 
slash in crude oil prices (although 
some refined products have evi- 
denced the effect of keen competi- 
tion). The longer the price re- 
mains firmly established, however, 


the more convincing is the argu- 
ment that a downward revision is 
unnecessary. Expert opinion on 
the subject is divided, but thus 
far proponents of a generous 
price for crude oil as a stimulant 
for development of resources in 
safeguarding the nation’s welfare 
have the upper hand. Chances 
now seem to favor maintenance of 
the $2.65 base for crude at least 
through the summer motoring 
season. 

Even if a decline of 10 to 20 
per cent should occur later, how- 
ever, it is estimated that profits 
of representative companies would 
not be seriously depressed. Profits 
for 1949, as indicated in the ac- 
companying compilation, dipped 
substantially from 1948 levels. On 
basis of $2 a barrel for crude, 
economists calculate that earn- 
ings might not fall much lower 
than for the 1949 average. 

Strictly from an _ analytical 
viewpoint, shares of producing 
companies appear relatively more 
generously appraised than do 
those of integrated concerns. This 
apparent differentiation may be 
attributed to a fear that refinery 
margins may deteriorate further, 
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IN NEWCOMERS 
8 STOCKS Only Recently Available to the Public 


e Now UNDERPRICED in relation to indicated earning power. 
These stocks compare favorably with important issues that have 
been on the market a long time. 


e This diversified list covers long-established companies whose stock, up 
to recently, has been held by the founders of the business or otherwise 
closely held...they are all dividend payers...covers manufacturers of 
items used as advertising media, chemicals, heating appliances, oil well 
equipment, plus utility companies...offers you a unique opportunity, as 
the issues become better known they should command a market follow- 
ing that will put their prices more in line with the older public issues. 


e Take advantage of present prices before increased buying action 
tends to push these 8 stocks up. Order this report NOW. 


In addition to the Special Survey of 
$ 8 STOCKS ONLY RECENTLY AVAILABLE TO THE PUBLIC... 


you will get this advice—for the next 3 weeks... market policy, when 
to add to your investments and which securities to buy —supported 
by sound reasons expressed in clear language. . 
THE OUTLOOK. 
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to new readers of this service only, 

f Name i 
Address. 

i City Zone. i 

[ State Date. ; 
STANDARD & POOR’S CORPORATION 


345 Hudson Street, New York 14, N.Y. 
6! Lt A a a a a Se GE pee ee ol 


A 508-180 








as well as to popularity of pro- 
ducing companies’ shares as a 
hedge against inflation. Unless 
action should be taken to curtail 
imports sharply, it would seem 
reasonable to project earnings of 


integrated companies _ slightly 
more satisfactorily than those of 
concerns specializing in pro- 
duction. 


On basis of results thus far, 
which hardly are adequate for a 
reliable forecast, it would seem 
fair to anticipate a good year for 
the oil industry with results com- 
paring favorably with those of 
1949 and 1947 but generally well 
below the 1948 peak. 





Trends in Corporate 
Profit Margins 





(Continued from page 73) 


and the resultant drop in earnings 
was particularly pronounced in the 
fourth quarter when the net profit 
margin dropped to 0.9% from 
4.7% in the third quarter. In part 
responsible for this was the disap- 
pointing earnings contribution by 
the Westvaco Division, due to con- 
ditions in the chemical industry 
such as surplus supply of caustic 
soda, the steel strike which re- 
duced demand for magnesia re- 
fractory material, the cost of engi- 
neering and break-in of new facili- 
ties, and the high cost of materials 
to take care for the needs of the 
company’s phosphate customers 
prior to production of own elemen- 
tal phosphorus. Sales of agricul- 
tural equipment and pumps were 
also lower in 1949, and reduced 
operating costs could not offset the 
drop in sales. 


According to the management, 
the Westvaco Division will operate 
at a loss in the first quarter of this 
year due to the costs of the strike 
at the South Charleston plant and 
other factors. Also, in the second 
quarter, the company will have the 
expense of shakedown operations 
in the new units of their phosphate 
plants. However during the last 
half of 1950, there should be full 
schedule operations with resultant 
benefits to earnings. 

A group displaying sharply 
varying results last year is Min- 
ing and Metals, mainly due to 
price unsettlement in the industry 
and temporary buyers’ strikes of 
non-ferrous metals consumers. In- 
ternational Nickel makes the best 
showing among the companies In 
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Its great! 


THE GREAT NEW NO-NOX=— DESIGNED 


FOR TODAY’S POWERFUL NEW ENGINES! 














Gulf scientists worked hand-in-hand with 
leading automotive engineers to bring you this 
great new gasoline—designed to give peak 
performance in today’s powerful new engines! 
With the new No-Nox, you'll get whisper- 
smooth power—thrilling pick-up—quick, safe 
passing—and unexcelled mileage! 


GREAT FOR OLDER CARS! 











The new No-Nox actually gives smooth new 
vigor, new pep, and stops knocks in older cars 
too—even many with heavily carboned en- 
gines! If you want to get the very best out of 
your car—jack-rabbit starts—surging hill 
power—and plenty of miles per gallon—fill up 
with the new No-Nox today! 


Get Gulf’s greatest gasoline — terrific power in every drop! 


THE 


NEW 
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No-Nox 


(Good Gulf —our “regular” gasoline—is better than ever, too!) 




















DEPENDABLE 


is the word for 


UNITED 


CARBON 
BLACKS 


UNITED 
CARBON 
COMPANY 


CHARLESTON 27, W. VA. 


NEW YORK - AKRON - CHICAGO - BOSTON 
CANADA: CANADIAN INDUSTRIES, LTD. 
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for income and profit 
YIELDING UP TO 10% 


OUND dividend-paying stocks offer 

today’s best investment. Top-grade 

issues yield 50% more than quality bonds 
and three times as much as bank interest. 


UNITED’'s current Report presents a 
Master List of Recommended Issues — 
top selections from over 1,458 listed stocks 
for appreciation and increased income. 


16 Low-priced Stocks below 20 


9 yield from 6% to 9.6% 
11 High Quality Growth Stocks 
for appreciation and good income 
29 Income Stocks; yields to 10% 
also attractive for appreciation 


You can put this valuable Report on 
outstanding securities to immediate use. 


Yours with Month’s TRIAL 


This Special Study and weekly 
UNITED Investment Reports sent $ l 
for one month to new readers for 


Send $1 for Report MW-15 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass 
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our tabulation, averaging a net 
profit of 17.6% of sales for the 
full year despite a sharp dip be- 
ginning with the second quarter. 
Since with the exception of lead, 
the price situation in the non-fer- 
rous metals field is now better 
stabilized, 1950 should produce 
more stable profit margins unless 
prices again begin to slide later 
in the year. 


The variation of profit ratios 
in the oil industry was marked, 
ranging from 6.1% for Atlantic 
Refining to 18.5% for Standard 
Oil of California, for the full year 
1949. Quarterly fluctuations, too, 
were greater than normal for this 
industry, the result of special con- 
ditions prevailing in the industry, 
or affecting specific companies, 
particularly declining sales and 
price easiness in some areas. 
Among the companies tabulated, 
Standard Oil of Ohio showed the 
relatively steadiest ratio trend. On 
the year, most ratios are mark- 
edly down compared with the ban- 
ner year 1948 as was to be ex- 
pected. 


Although normally fairly vola- 
tile, the paper industry did quite 
well in 1949 with few exceptions, 
though profit margins were natu- 
rally down from 1948. But on the 
whole, the variation in quarterly 
ratios was rather less than one 
might have expected. The sharp- 
est swings among those listed is 
shown by St. Regis Paper Co. 
whose net margin in the third 
quarter dropped to 0.2% from 
3.29% in the second and 6.3% in 
the first quarter, to average 4.3% 
for the year. A sharp drop in or- 
ders and price reductions were the 
main cause, with margins under 
pressure as costs remained high 
and inventory write-offs were 
substantial. A snap-back of the 
profit margin to 6.6% in the final 
quarter evidences the improve- 
ment that has meanwhile taken 
place. 


Strike Impact on Steel Margins 


Steel did well throughout the 
year but the strike during the 
fourth quarter left its imprint on 
profit margins as shown by the 
sharp contraction revealed by In- 
land Steel and Jones & Laughlin, 
and doubtless by others not listed 
in our tabulation. Contrary to this 
general trend, U.S. Steel’s fourth 
quarter ratio showed an increase, 
for reasons explained earlier. So 
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CELLULOSE 


The Board of Directors 
has declared a regular 
quarterly dividend of fifty 
cents (50¢) per share on the 
Common Stock, payable 
May 15, 1950, to stock- 
holders of record at the 
close of business April 28, 
1950. 


EDWARD BARTSCH 
President 


April 4, 1950 

















COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held April 10, 
1950, declared a quarterly 
dividend of $1.061%4_ per 
share on the $4.25 Cumula 
tive Preferred Stock of the 
company, payable May 15, 
1950. to stockholders of ree 
ord May 1, 1950. 

A. SCHNEIDER. 

Vice-Pres. and Treas 
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THE COLUMBIA 
|S) GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 62, 183/4¢ per share 
payable on May 15, 1950, to holders of ree- 
ord at close of business April 20, 1950. 
Dace Parker 


April 6, 1950 Secretary 











JOHN MORRELL & CO. 
DIVIDEND NO. 83 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
John Morrell & Co. 
will we paid April 29, 1950, to 
stockholders of record April 6, 
1950, as shown on the books of the 
Company. 

Ottumwa, lowa. George A. Morrell, Vice Pres. & Treas. 

















Stockholders . . 





INVESTORS! ORGANIZE! 


. Bondholders . . . Let’s Organize - 


Management, Labor and Agriculture are organized 

- Why not individual investors. Your money must not 
work against you either in Washington or in Industry. 
Write for particulars now! 


INDEPENDENT INVESTORS, INC. 
‘‘Job Makers of America’’ 

405 Lexington Avenue, New York, N. Y. 
Benj. A. Javits, President 
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did that of Republic Steel, the re- 
sult mainly of lower depreciation 
charges and higher prices which 
became effective in the industry in 
December. 

Generally there was a dip in the 
second quarter reflecting a tempo- 
rary easing of steel demand at 
that time, and cost factors also 
entered in shaping profit ratios 
subsequently. Thus overall profit 
ratios for the year, despite gener- 
ally excellent per share earnings, 
showed up far less impressively 
than one might have expected, 
confirming the industry’s conten- 
tion that steel company earnings 
are not excessive. Big Steel, for 
instance, had a net profit of only 
7.2 cents of each sales dollar, In- 
land Steel 6.9 cents, Republic 
Steel 7 cents, Jones & Laughlin 
5.4 cents. 

Not surprisingly, the profit 
showing of the textile industry re- 
veals great variations. At the low 
end of the scale is American 
Woolen which in 1949 earned only 
1.6 cents on every sales dollar, the 
result of exceptionally poor opera- 
tions in the second and _ third 
quarters. Celanese, on the other 
hand, did quite well with a 12% 
ratio despite a severe drop in the 
second quarter, thanks to a sharp 





subsequent recovery which lifted | 


the net margin to 17.9% in the 
final quarter. 
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it is up to the people to do some- | 


thing about it. 

The only practical and forth- 
right place to attack the deficit 
problem is on the appropriations 
and tax fronts, and the people 
should see to it that their elected 
representatives act accordingly. If 
the budget is padded, the padding 
should be removed. If taxes are 
either inadequate or inequitabie, 
Congress should deal with these 
shortcomings as such. If it won’t, 
there are always new elections 
coming along. 

According to Treasury esti- 
mates, the national debt will rise 
to $258 billion by June and to 
nearly $264 billion by the end of 
the 1951 fiscal year, based on 
prospective spending and income 
trends. Unless major economies 
are effected in the meantime, the 
debt will have increased by about 
$12 billion in little more than two 
years and at a time when the na- 
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In Just ONE MINUTE... you can 
prove to yourself PHILIP MORRIS is definitely 
less irritating—therefore more enjoyable— 
=, than the brand you’re now smoking ¥ 





5 ... light up a 2° light up your 
PHILIP MORRIS present brand 


THEN, just take a puff—DON'T Do exactly the same thing— 
INHALE —and s-l-o-w-l-y let the DON'T INHALE. Notice that bite, 
smoke come through your nose. that sting? Quite a difference 
Easy, isn't it? And NOW... from PHILIP MORRIS! 


MAKE NO MISTAKE. Only ONE cigarette is recognized by eminent medical 
authorities as definitely less irritating. That cigarette is PHILIP MORRIS! 


O CIGARETT 
HANGOVER 


means MORE SMOKING PLEASURE! 


‘m PHILIP MORRIS 


Seeded in signed statements by thousands and thousands of smokers all over America! 
w2'9 























wl DIVIDEND NOTICES 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on, the De- 
benture Stock will be paid May 1, 1950, 
to stockholders of record April 24, 1950. 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of 
25 cents per share on the “A” Common 
and Voting Common Stocks will be paid 
May 15, 1950, to stockholders of record 


April 24, 1950. 
A.B. Newhall, Treasurer 














tion, by and large, was never more 
prosperous. 

If that sort of thing goes on for 
any length of time, we shall find at 
the end of the rainbow not a pot of 
gold, but just a pile of worthless 
paper. It’s time to reverse the 
trend while reversal is still pos- 
sible. But the people themselves 
must decide since in a democracy, 
theirs is the final responsibility. 
Fortunately there are signs of a 
widespread feeling of guilt over 
deficits in periods of high prosper- 
ity. It’s a good portent, but re- 
attainment of fiscal soundness re- 
quires determined and resourceful 
action by those deployed on the 
side of fiscal sanity. 
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MALE 
ORMONE §S 
on a 30-day test! 


If you have a male hormone deficiency don’t fail 
to make this 30-day test. Science has discovered 
that hormone deficiency can cause a terrific upset 
in your happiness and your earning power. This is 
especially true of men past 35—a time that can 
easily be the best part of life. Find out whether 
this is the answer to your problem. Send today for 
Hudson Male Sex Hormones. You take no financial 
risk. Our money-back guarantee protects you. Take 
these handy tablets for 30 days. If you feel no 
benefits—if your home life, your business life are 
not made happier because of these benefits, we will 
ogee refund the full purchase price. Just send 
5 and a 30-day supply will be sent you, shipped 
in plain wrapper, via airmail. 
Ce ee ee MAIL TEST COUPON NOW ~———— 
MAYWOOD PHARMACAL CO., Dept. WA 
1065 E. Anaheim Bivd., Long Beach 13, Calif. 
Please send 30-day supply of genuine Male Sex 
Hormones. If | use them as directed for 30 days and 
feel no benefits, you guarantee to return my five 
dollars without argument. 


1 enclose $5 in Cash__Check___Money Order__ 
Send C.0.D. and | will pay postman. 
Please send me Hormone and also Vitamin order 
blanks. 
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ADDRESS. 
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Market Acts Well After 
Topping 1946 Peak 











(Continued from page 67) 


mixed up, as is usually so of col- 
lective psychology in the stock 
market. It could be said that we 
had “a recession’”—maybe “the” 
recession—between late 1948 and 
the third quarter of 1949; and 
that it was not nearly so bad as 
had been feared. It lowered total 
earnings but left them at a 
higher level than many had ex- 
pected. It did not affect the good 
general level of dividends. It could 
be said that the vitality of de- 
mand for homes, automobiles and 
other durable goods has been 
greater in 1949 and in 1950 to 
date than almost anyone had been 
able to anticipate. It could be said 
that Government action, mainly 
in the field of Federal Reserve 
credit moves in 1949, showed at 
least some capacity for countering 
deflationary pressures; and that 
the Administration has a vital 
stake in keeping business good, 
so far as lies within its powers, 
until after next November’s elec- 
tions at least. 

The greater part of the net 
market rise to date occurred in 
the final half of 1949. It reflected 
a psychology of relief; and, later, 
of satisfaction with the general 
outlook for the first half of 1950 
or thereabouts. People began to 
be attracted by the high level of 
dividend yields, although it had 
been staring them in the face for 
well over two years. The flatten- 
ing of the rise in the first quarter 
of this year has been due partly 
to the relatively large supply of 
stock for sale in the upper reaches 
of the old trading range. 

Quite recently, and particularly 
during the last fortnight, there 
has been some lifting of sights. 
Business men are somewhat more 
confident on a full-year basis. 
Official projections at Washing- 
ton are uniformly more optimistic 
for the full year. It is largely be- 
sides the point now whether, at 
the year-end, these guesses will 
have proved right or wrong. The 
point is that, if psychology de- 
velops along lines suggested at 
the moment, average stock prices 
undeniably might work higher. 
Given the psychology, there is 
never any trouble about the sta- 
tistics. Thus, the Dow average is 
not much above its 1946 top, but 
earnings of these 30 companies 
are not far from double what they 





were in 1946; average dividends 
of these stocks are over 70% 


greater; the average yield is 
around 6%, against 3.23% at the 
1946 high; and were the yield to 
be reduced to a moderate 5% 
basis, through further rise, that 
would suffice to put the average 
to above 250! This kind of ration- 
alization can be carried on almost 
indefinitely—until something hap- 
pens to send the market skidding 
down. It will be obvious only 
after it has happened. For the 
present, however, the market has 
been acting fairly well. Occa- 
sional faltering, due to profit 
taking, must be expected at this 
stage. 

Anything suggestive of a new 
crisis in relations with Russia can 
give this market a chill. Other- 
wise, present “psychology” plus 
various basic factors work to 
limit reactions and in behalf of 
some further selective strength 
after each pause. After all, while 
there has been distribution, stocks 
on the whole are in firm hands. 
Investment trust buying is a 
steady supporting feature, and 
together with buying for pension 
funds may continue to furnish a 
good deal of support. There have 
been no speculative excesses, and 
it’s still largely a cash market. 
And the sizeable short interest 
provides a_ substantial cushion 
against serious decline. Then 
there is increasing awareness 
among individual investors of the 
desirability of good income re- 
turn. Some stocks of course are 
no longer exactly cheap. But quite 
a few are “moderately priced,” 
from the perspective of the more 
optimistic concensus now develop- 
ing. We would not argue against 
selective buying in accounts where 
it is justified by income require- 
ments or by possession of more 
than ample reserve funds. We 
would confine any such buying to 
good-quality stocks. The test is 
that they should be stocks that 
you can feel reasonably comfort- 
able to sit with, if they should go 
against you. If you look at the 
matter from a long-term point of 
view, you do not need to be told 
that pricewise any stock will go 
against you part of the time, and 
work to your gain part of the 
time. Meanwhile, it has long been 
unusual, and still is, that after 
years of postwar prosperity, 
which largely by-passed the stock 
market, many good stocks are 
freely offered at yields of any- 
where from 5% to over 9%. 

—Monday, April 17. 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE ForECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. Forecast SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When to Sell 


Our weekly market forecast... with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and timing keynote 








given which you can apply to 
your independent holdings and 


to our recommendations. In- 
cluded . with graphs. . 
are Dow Theory Interpreta- 


tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 


1950 potentials. 


and income. 








2. Definite Advices on Intrin- 


For Outstanding Capital Gains 
Prospects...With Stable Yields 
of 6% and More... 

Take advantage of new Forecast reeommenda- 
tions of selected companies that can advance 
substantially in discounting their excellent 


We will advise you definitely when to buy 
and keep every commitment under our con- 
tinuous supervision...attuning your invested 
position to our judgment of the market’s out- 
look. Enroll today to join with our subscribers 
in participating in these new selections from 
the time they are initially advised for profit 


FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
. . - by mail or by wire . . . on 
securities in which you are in- 
terested ...as many as 12 at 
a time...to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 





A Plus Service . . . These con- 











sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


sultation privileges alone can be 
worth hundreds and thousands of 
dollars to you in concentrating in potential leaders... in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . .. especially in today’s selective markets. At 
this time, you also have the advantage of our Special 
Offer of Free Service to June 1. Mail the coupon below 
today. 





FREE SERVICE IO JUNE |..150 SS SS Se = ’ 





Mail Coupon 














' 
| 
/ | THE INVESTMENT AND BUSINESS FORECAST 
( oday: | of The Magazine of Wall Street, 90 Broad Street, New York 4, N.Y. | 
| I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from June 1, 1950) 
SPECIAL OFFER SPECIAL MAIL SERVICE ON BULLETINS \ 
Aw Mail: $1.00 six months; [) $2.00 OO Telegraph me collect in anticipation of 
MONTHS’ | one year in F S. and Canada. important market turning points... when } 
GC Special Delivery: [ $4.00 six months; to buy and when to sell... when to ex- 
SERVI E | C) $8.00 one year. pand or contract my position. 1 
12 MONTHS’ $100 ; Name 
SERVICE 
| Addres................ l 
Complete service will start at | | 
once but date from June 1. | City State | 
° nes ¥ bscription shall not be assigned at List up to 12 of your securities for our 
Subscriptions to The Forecast | sap tae wim one consent, ’ initial analytical and advisory report. | 
are deductible for tax purposes. ices hae cs ss: cn ec eea cea) at i ac ea ai a cic i ec i ul cs cata el alana 


APRIL 22, 1950 
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Time To Reappraise 


YOUR 
INVESTMENTS 


A Special Invitation to 
After ten months of market advance 


responsible investors 
with $30,000 or more in 


investment funds. 
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] he advance in the market from June, 1949, up to date, has drastically 
changed the status and further potentialities of many securities — some 


have become amply priced — others are still undervalued. 


* How carefully have you studied the 1949 financial and income statements 
-— and the new 1950 first quarter earnings reports — of the companies in 
which your capital is committed? Have you weighed the effects of wage and 
pension costs, intensified competition, currency devaluations, demand 
trends? 


* Many uncertain investors merely hold their positions unchanged and hope 


for the best — but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the time 


tu take intelligent action. 


% As a first step toward placing and keeping your account on a sound basis, 
we invite you to submit a list of your holdings to us for a confidential, pre- 
liminary analysis — if your investment funds are worth $30,000 or more. 


*% Without obligation our staff will prepare a report pointing out your least 
attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification. income and prospects for capital appre- 
ciation. You will be told how our counsel could help vou and an exact 
annual fee will be quoted. 


*% Merely send us a full list of your securities, giving the size of your com- 
mitments. your buying prices and your objectives. All information will 
be held in strict confidence. 


Investment Management Service 


Backed by 42 Years of Successful Service to Investors 


NINETY BROAD STREET New York 4, New York 
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“ATS TOASTED” 
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tneans tine Tobacco / 


COPR., THE AMERICAN TOBACCO COMPANY 


So Round, So Firm, So Fully Packed —So Free and Easy on the Draw 








a smoother ride 


Every time you drive your GM car over a rough railroad crossing 
you get a sample of the great thought General Motors gives to your 
riding comfort. 


The front wheels of every GM car are mountcd on gentle coil springs 
—the kind of Knee-Action springing GM pioncered years ago, and 
has kept up to date through constant improvements ever since. 


Knee-Action, of course, is only one source of the smooth ride you 
find in General Motors cars. In endless research and through con- 
stant testing on the GM Proving Ground, specialists in riding com- 
fort spend their days fighting vibration, harshness, pitch, toss, sway 
—all the factors that spell the difference between an ordinary ride 
and a truly smooth one. 


You'll see the result of their efforts, as well as those of production 
experts, by trying out a General Motors car for yourself. Any dealer 
in GM cars will be glad to give you a demonstration to prove that 
he has the key to this important phase of greater car value. 


GENERAL Motors 


Cay, y Your Key to Greater Value ¢ The Key toa General Motors Car 
he 
i CHEVROLET + PONTIAC « OLDSMOBILE «¢ BUICK 
CADILLAC « BODY BY FISHER « GMC TRUCK & COACH 


VIBRATION EXPERTS carry on a constant search 
for ways to reduce fatigue, to add to your com- 
fort on long rides. 


CARS ARE RIDDEN OVER the roughest roads at the 
GM Proving Ground to see how well their springs 
and riding assemblies soak up jars and jolts. 


Hear HENRY J. TAYLOR on the air 
every Monday evening over the ABC Network, 


n coast to coast. 











